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INTRODUCTION 


Tue American Woman and her bank are the titans 
of Twentieth Century economics. Between them 
they control the creative energy that we call Pro- 
duction, the will-to-progress that we call Consump- 
tion, and the prudent mother-wit that we call 
Management. 

This book avowedly explains her bank to the 
American Woman. More subtly, but not less effec- 
tively, it should explain the American Woman to 
her banker, if he will read between the lines. And 
when these two understand each other fully, all sorts 
of things may happen—things which Messrs. Wells, 
Shaw, Mazur, Ripley, and a host of minor publicists 
are writing books and magazine articles to advocate 
as ““consummations devoutly to be wished.” 

Too many of her advisers on money matters have 
underestimated the American woman’s intelligence; 
too many of them have overestimated her fund of 
technical information. Mrs. Mott has had enough 
to do with women and with banking to put her on her 
guard against errors. She gives her readers the results 
of personal experience in home management, in 
running a business of her own, in personnel adminis- 
tration for a corporation of international scope with 
thousands of woman employees, in codperation with 
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Parent-Teacher Associations and Woman’s Clubs, in 
economic service to the customers of metropolitan 
department stores, and in organization of Woman’s 
Departments for banks in large cities and small 
towns. Out of this practical contact has come the 
simple, factual technique for which all her work is 
distinguished. She knows how small and hateful the 
details may be, which bring great plans to naught, 
and how much the principles of “plain knitting” 
may have to do with prosperity in business and in 
banking as well as in the home. 

It is a matter of self-interest for any banker or 
banking publicist to wish her an attentive audience, 
a large one—and one not exclusively feminine. 


G. PRATHER KNappP. 
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I. IN THE BEGINNING 


| Be is an attempt to trace the origin and devel- 
opment of the world’s attitude toward women as 
factors in the scheme of life, society, and business. 

Its aim is to show how women have been held back 
by perfectly logical causes, and how the changes we 
are occupied with to-day are due to equally logical 
and natural condit ons. 

But—you don’t have to read it. 

In the beginning this was a man’s world—and 
women had to live in it. They were useful to man, 
which was the reason they were allowed to live in it. 
In fact, we are told that it was for the purpose of 
being useful to man that they were created. 

Man provided the meat for his family and did 
any fighting that was necessary. If he got killed in 
the fight, his woman and family belonged to the man 
who had killed him, and life for the woman went on 
much as before, only her owner being changed and, 
perhaps, the location. 

If the new owner did not care for the woman, he 
gave her away or sent her to join her former master. 
That was the established order of things for a long 
time. 

As conditions advanced a little, woman’s life be- 
came a little less precarious but not much easier. For 
one thing, every advance meant more work for her 
and an additional complication to existence. 
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When the innovation of cooking meat was intro- 
duced, woman had to tend the fire and gather the 
fuel. Man killed the beasts, but woman skinned them 
and dressed the pelts. She also fashioned them into 
garments after the local style of the day and was 
probably criticized by her man, or chastised, accord- 
ing to his mood. 

The idea of using water for cooking and washing 
purposes meant more work—for woman—as did the 
new-fangled idea of cleaning out the family cave 
when the coming of spring necessitated the opening 
up after the winter. This new idea brought about the 
first recorded instance of woman’s turning upon her 
master. He wanted to lie still in front of the fire and 
got in her way. So she threw him out. Curious 
how old customs persist, isn’t it? Spring cleaning 
is still practised here and there, and But let that 
pass. 

The next advance came with man’s progress from 
a nomadic into a semisettled state, brought about 
largely by his realization of the advantages of agri- 
culture. He annexed land in one way or another and 
started the cultivation of grain and vegetables. Fruit 
was to be had for the picking, which was done by the 
woman, as was the greater part of the work in the 
fields, although the man did a certain amount of this, 
chiefly when there was neither hunting nor fighting 
going on, and he wanted exercise. 

Time moved on, and life became still more compli- 
cated. Vegetable fibre, flax, and so on were found 
to be convertible into material for clothing, and 
woman had found another way of utilizing her spare 
time. 
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Man also found a new outlet for his energies. He 
foregathered with his fellows, and together they for- 
mulated the laws and devised means for their en- 
forcement. Naturally he considered his own advan- 
tages and privileges in arranging the scheme of things. 
Woman was mentioned on the list of his goods and 
chattels, as may be read in the Tenth Command- 
ment. As a human being with rights as an individual 
—well, things had not yet reached that stage. 

It is not quite clear from the records when woman 
first began to think. It is entirely possible—highly 
probable, in fact—that she had reached that stage 
some time before any signs of it became manifest. 
But she did begin to think as the growing complica- 
tions of her various tasks developed her brain, and 
the habit of work left her brain free to deal with other 
considerations than the task actually in hand. 

Anyway, in thinking she found out a lot of things. 
About herself, first of all. Then about her man. Fi- 
nally about both in the irrelations to each other. And 
that was the real beginning of civilization. That was 
the realization—on one side, at least—of the struggle 
for dominance between the sexes that is still being 
waged, and of which the end is not yet. I think it 
was here that that great intellectual weapon “mental 
reservations”? was invented—by woman. 

The world began to move somewhat faster now, 
and inventions and innovations came along almost 
with each succeeding year. Homes and temples were 
built and grew into cities. Fights between individuals 
had long been replaced by wars between tribes and 
nations. Councils and the beginnings of parliaments 
were to be found everywhere. But the status of woman 
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remained unchanged—at least in the eyes of the law 
as devised by man. 

The theory was that everything in the world as 
known was owned by a man as an individual or by a 
nation, which meant the men of that nation. A woman 
represented value in proportion to her capacity for 
bearing children or for work in the production of 
certain necessities or luxuries of life. If a man wanted 
her, he bought her from her father, negotiating for 
her in the currency of the country and the period. 
So long as she was worth the price paid, she was 
treasured, and as her value decreased, the quality of 
his treatment changed. 

It is unnecessary for the purposes of this book to 
fix the time at which property began to be repre- 
sented by money. Whenever it was, the method of 
handling it was devised by man and controlled by 
man for men. 

This state of things continued almost to the present 
day. In practically all countries the system of uphold- 
ing man as the Lord of Creation, the dominant factor, 
has been upheld. Tradition, the effects of the laws, 
framed, as we have seen, by man, helped toward this 
end. The increase of power naturally developed by 
long possession of that power was an important factor. 
And the solidarity among men—a quality still lacking 
in women—prevented any possibility of change. 

Perhaps the most powerful factor of all in main- 
taining the old traditional system was the so-called 
education for women. For many centuries this was 
kept on a strictly practical plane. That is, girls were 
trained from childhood up for marriage and house- 
keeping. 


IN THE BEGINNING 7 


A few who showed unusual beauty of face and 
form, or promise of skill in such arts as singing, danc- 
ing, and so on, were relieved of these rougher kinds 
of work and given such accomplishments as would 
fit them for companions—for men. 

This “companionship” assumed many phases— 
not all of them bad. There are many instances of 
valuable gains to humanity arising out of them. 
Some of the women developed character and, working 
in the feminine manner by indirection, achieved re- 
sults of an entirely unexpected nature. They had ac- 
quired a high degree of skill in the handling of men, 
although it is highly probable that this faculty was 
already present—in a more or less elementary stage. 
However that may be, they did accomplish things. 

At first these women companions worked entirely 
for themselves. Everybody always had done so. 
But their intimacy with their men had some effect 
on their outlook, and those women who were in close 
contact with the great men of their time naturally 
absorbed some of the qualities of such greatness. 
And passed some of those qualifications on to their 
children. 

Gradually concessions were obtained in one way or 
another, and many household drudges owed much to 
their less regular sisters. 

But in all this advance one subject remained 
strictly barred against women: Money. 

Step by step woman advanced from slavery 
through semislavery to a sort of grudging acknowl- 
edgment that she might be entitled to certain rights 
as a human being. Her possession of a soul was a 
matter of debate. In certain countries and certain 
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circles it still is. But she had attained a certain position 
partly in recognition of the need for her work. 

She was still spinning and weaving, cutting and 
fashioning all the clothing for herself and her children 
and much for the men of her family. She was doing 
all the cooking and preserving. The washing and 
cleaning of the house was her exclusive privilege, as 
was also the care of such of the domestic animals, 
poultry and so on, as were kept and tended close to 
the house. The care of the kitchen garden was re- 
garded as a treat for her, as it brought her into the 
open air, the only other occasion for which was her 
visit to church on Sundays or holy days. 

From the earliest days of civilization there have 
been here and there women standing out from the 
crowd, but they have been mainly accidents. That is, 
their position has been due to some cause or combi- 
nation of causes outside of themselves. There have 
been queens whose reigns have been marked by su- 
perlative achievements and progress, but they were 
rarely responsible. 

When male issue was lacking in a royal line and a 
daughter of the house was available, political con- 
siderations placed her on the throne and kept her 
there. The glamour attached to her position and, 
sometimes, her personality combined to attract the 
wisest and strongest of her subjects and to induce 
them to give their best to maintain their lady’s 
dignity and power. 

In less exalted circles the same thing has been 
repeated over and over again. A farmer with a pros- 
perous holding has died before his sons were old 
enough to take over, and his widow has taken up the 
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burden and carried it through for them. A merchant 
has died suddenly, leaving a business that would 
have been worthless in any other hands. In order to 
preserve their inheritance for her sons and to assure 
their future, the widow took hold and carried on, 
eventually becoming a good business woman by 
force of circumstances. The records are full of such 
instances. What do they prove? Just this. That there 
is no inherent reason in woman’s mental, intellectual, 
or psychological make-up why she should not be as 
well able to hold her own in the field of business and 
finance as men. 

What, then, is lacking? For there is no getting 
away from the fact that women—except in isolated 
cases—have not been eminently successful as busi- 
ness women. The reason is lack of education and 
training in the fundamentals. 

Gradually woman has forced her way to the front 
in many lines. The schools were thrown open to her 
and the colleges and universities followed. She had 
long since established her position in the arts. Sing- 
ing and dancing had, of course, offered her the 
first opportunities for achievement, distinction, and 
glory. The stage welcomed her and thrived through— 
and on—her. Music, painting, even sculpture, were 
ready to give her opportunities, and she was able to 
grasp many of them. She was mastering the art of 
reading and thinking, and many branches of litera- 
ture owe much to her work. 

Then came the professional schools. The law 
schools and the medical admitted women students, 
grudgingly, to be sure, but they admitted them, 
which was as far as they got for a long time, as 
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women, although they were permitted to take the 
full courses, were not allowed to sit for their final 
examinations, nor granted degrees. And when this 
concession was at last obtained, there were still long 
fights to be waged before the state authorities 
could be compelled to issue a license to practise. Yet 
even this came at last. 

The medical profession was the first one that 
really opened up for woman—with reservations, as 
was natural and proper. From time immemorial 
woman had been obliged to nurse her own family 
and her men after mishaps in hunting and fighting. 
So that when there was no man available to support 
her, it was in perfect order for her to turn to nursing 
in homes and later in hospitals, in order to earn her 
living. 

The hospital work marked the beginning of the 
end of the struggle. At any rate, of one phase of it. 
Her familiarity with hospital practice and practi- 
tioners—the course of the daily routine—developed 
her mind and her taste for the work. Young medicos 
took their degrees and diplomas, got their licenses, 
did their six or twelve months in the wards, and left 
to go into private practice. 

But the nurse remained. In a little while she knew 
more than the young, newly fledged doctors and 
presently as much as the older, permanent ones. 
In all except the preliminary classroom work and the 
Latin and Greek names for things. 

She saw that she needed that knowledge, too, but 
in most cases she was already too old to go back to 
school. Some did make the attempt and a few—a 
very few—got through. They showed the way, 
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however, and were able to get the next generation 
started right. So that now we have a formidable list 
of women who place—by hard-won right—the magic 
word “Doctor” in front of their names. In the begin- 
ning there was a sort of understanding that a woman 
doctor should take only women and children as 
patients, but that has long dropped away. To-day 
woman stands upon her own work and her own 
achievement in the medical profession, and neither 
side has any reason to be ashamed of the other. 

In the meantime, man was attending strictly to 
business—at any rate, the business man was. He 
devoted part of his spare time to keeping women 
where they belonged; that is, anywhere outside the 
sacred precincts of the business world. At the uni- 
versities some poor misguided females had started 
to prepare themselves for business, but had picked 
up the wrong end. They had entered upon the study 
of economics under the leadership of Adam Smith 
and John Stuart Mill and were suffering badly from 
mental indigestion. Some of these fell from grace 
and were attracted to Karl Marx and other false 
gods or demigods. 

It was obvious that woman would not find her way 
into the business world by the road of the higher 
education. It was less obvious, but nevertheless a 
fact, that woman as a class was not particularly 
anxious to find her way into the business world by 
any road. As a matter of fact, she never did “find her 
way.” She was driven into it. Once more, as in earlier 
days and isolated instances, by force of circum- 
stances, but in this day—as a class. 

Changing industrial and social conditions, by 
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taking much work out of the house to turn it over to 
factories and so on, had Jeft a large number of 
women with nothing to do. Marriage, while still 
more or less popular, was no longer inevitable. 

The younger generation of women had received a 
better education and had visions of a wider sphere of 
action and wanted to get out of the home. 

More activity, more social contacts, and, above 
all, the opportunity of earning money for themselves 
—everything led into the business world, into the 
offices. The deciding factor was, possibly, that less 
special preparation or training was necessary to 
qualify a girl for office work at a fair wage than in 
almost anything else. And the work was likely to be 
more interesting. 

That started things. As the new order became es- 
tablished and accepted, the natural consequences 
followed. Some girls fell by the wayside—into 
matrimony. Some rose out of the ruck, reached their 
level, and stayed there. A few went on up. Executives, 
managers, partners, principals. In that line woman is 
to-day in a position that belongs to her, and she has 
no need to apologize or explain her presence. 

Side by side with this change, another was seen. 
A new class arose, whose troubles, doubts, and 
dangers have necessitated the writing of this book. 

As we have seen, woman as a sex had nothing 
to do with the handling of money, and in a very 
few cases did she have any money to handle—except 
in small sums. For a long time past she had been 
recognized as what somebody called “the great 
American purchasing agent.” In that capacity she 
had been an undoubted success. She had spent the 
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greater part of her husband’s earnings as well as 
almost the whole of what the other members of the 
family earned and turned over to her. 

That in itself is a very important work, vitally 
important, but it is only a branch of business. It is 
the work of an executive, and must be regarded as 
pivotal, inasmuch as the comfort and _ security 
depend upon the efficiency and ingenuity of the 
purchasing department. Getting value for money 
means everything in a home as well as in a business. 
It means everything to the individual citizen as well 
as to the nation. 

But there is more to business than intelligent 
spending. Production, distribution, and financing 
are all major departments, and any one of them will 
make or break a business according to the way it is 
conducted. 

Here is where woman falls short. She may hire 
experienced help for her production. She usually 
does—and any business can afford to pay well for a 
good production head. The same applies to distribu- 
tion. That, too, is a matter of the right kind of sales- 
men under a capable manager. But the financing 
should be in the hands of the owner of the business 
or of the home. 

There is no great mystery about finance, but like 
many other things it calls for a sound foundation of 
elementary knowledge. It is in just this elementary 
knowledge that woman is lacking, because none of 
the school systems ever considered it possible that 
she might have occasion to utilize them. 

Ask any bank teller in this “so-called Twentieth 
Century” about the questions asked of him daily. 
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The things he could tell you would sound almost 
impossible, but they happen daily—with repetitions 
and variations. 

A woman with a box full of government bonds, 
needing a few hundred dollars for an urgent purpose a 
few weeks before the interest on her bonds is due, 
will do anything to raise the money. She will pawn 
her jewellery, mortgage her car, or even go to a loan 
shark. Will she go to the bank and apply for a loan? 
She will not. 

She “‘does not like to ask a favour of such a busy 
man.” The poor thing does not know that it is those 
“favours” that pay the president’s salary and the 
wages of the door man and scrubwoman, not to men- 
tion the electric-light bills and the stockholders’ 
dividends. How should she know? Nobody has ever 
told her. Not so as to make her understand. 

The woman’s husband—or father—attended to 
the banking. He made his deposits, cashed the 
checks, and brought the money home to her. And if 
he needed a few extra hundreds to pay for a new baby 
or a new car, he went to interview the bank president 
or vice president—who was glad to see him. 

But he never told his wife how these things were 
managed. There were many other things to talk 
about, and “Irene is not interested in business.” 
So when the husband was run over at the grade 
crossing and his life insurance, accident insurance, 
and the railroad company’s settlement all came in 
together, Irene was a little bewildered at the sight 
of so much money. Till presumably some kind 
person took her—and her money—in hand, and a 
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little later took her money in both hands and went 
away. 

Exaggerated? Look around a little. You'll be sur- 
prised. One would think that with the number of 
girls in business offices to-day the number of such 
ignorant innocents would be very small. It should 
be, but you must remember that very few of the 
clerical staff have any contact with or practice in 
the banking operations. In the small one-girl offices 
the boss usually looks after the banking, and in the 
larger organizations one of the officers or heads of 
the bookkeeping department takes care of it. And 
among the typists and others—even among the wise 
“hard-boiled” ones—there is a criminally large pro- 
portion just as helpless as poor Irene. 

Suppose for a moment that Irene has had better 
luck than she deserved. Instead of giving her cash 
or a check and leaving her to her own resources, one 
of the insurance companies had sent a woman over to 
see that everything was O.K. Such a woman would 
very quickly grasp the situation—or part of it—and 
would tell her not to keep the money in the house, 
but to deposit the check in the bank—her late 
husband’s bank, if a local one—in her own name. 

Without being too inquisitive the woman from 
the insurance company would not be likely to go 
much beyond that at a first call, and she would not 
be very likely to imagine that Irene needed more 
explanation than that. 

But Irene would not be much better off than be- 
fore. She would hardly be able to appreciate her 
luck. And she would certainly not know how to take 
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advantage of it. With three good checks for nice 
amounts in her hand! What is there to do with them? 
Deposit them in the bank? Surely, but which bank, 
and how go about it? And then—what? 

Let us assume that Irene is not altogether dumb. 
She pulls herself together after the shock and figures 
that, while she has enough money to catch another 
husband with, or even to keep her alive without one, 
there would not be enough income to provide com- 
fort or fun. What she has, however, would be ample 
to start a business. Of course, she thinks first of all 
of a tea room. God knows why, but they always do. 

After a while she settles on something that seems to 
offer a future as well as being interesting. But all 
this has been arrived at in talks with friends, girl 
friends, or young married women about her own age. 
Most of them have about as much experience and 
knowledge as Irene herself, but from one of them 
comes a suggestion, which eventually leads to the 
young widow’s financial salvation. 

“My John,” says one of the married women, 
“knows all about business and that sort of thing. 
Come over to dinner to-morrow, and we will talk it 
over.” 

John does not know “all about business,” but he 
does know where to start. He asks Irene what bank 
her money is in—she has managed to put those 
checks into a bank. Then says John: “Go in and see 
Mr. Williams, the president, to-morrow. Tell him 
all about yourself, answer his questions, and take his 
advice.” 

“But,” objects Irene, “I can’t bother a busy man 
like that with my affairs.” 


“ 
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However, John manages to persuade her that 
even a banker is never too busy to attend to business, 
and that her affairs mean business to a bank. She 
takes John’s advice and finds the banker friendly 
and helpful. In the course of two or three years 
Irene, following the banker’s counsel and helped by 
him with the support of the bank, establishes her- 
self in a sound little business and has found her 
work in life. She may even find another husband, 
but that is another story and does not affect this 
one. 

There is one more possibility for Irene. If her 
husband had been a man of means, with a good bank 
account and a box full of good securities, Irene 
would have found herself at his death in a very 
comfortable position, financially speaking. At the 
same time, her ignorance of the very rudiments of 
business and finance would have placed her in great 
danger. Unless her husband had been far-sighted 
enough to form a trust for her, either before his 
death or by his will. 

With all her money safely placed in a trust, Irene 
would be safe for life. She could enjoy herself spend- 
ing her income, travelling. She might even get a real 
education—if she happened to think it worth while. 
She might do some good work—there is plenty cry- 
ing for someone to do it—and at her death she could 
leave her capital to whomever or whatever she 
pleased. 

Without a trust Irene wovla find herself the 
object of a great deal of attention, much of it inspired 
by motives that might be mildly described as selfish. 
She would probably acquire one piece of wisdom: 
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Fools have little use for money, and money has no 
use at all for fools. It leaves them. 

Under those conditions Irene has just two chances 
of winning out. One is in her friend’s husband, 
John, who might send her to the bank. 

Or—she might find a copy of this book. 


Ti 
TYPES -OFSBANKS 


SAVINGS BANKS 
COMMERCIAL BANKS 
TRUST COMPANIES 
STATE BANKS 
FEDERAL RESERVE BANKS 
PRIVATE BANKS 


II. TYPES OF BANKS 
SAVINGS BANKS 
O MANY women in America the word “bank” 


designates a place into which one puts money, 
and out of which one may draw money. In reality it 
is not quite as simple as that. There are many kinds 
of banks, but they may be roughly divided into two 
main classes: Savings institutions and commercial 
banks, the differences between which are fixed and 
regulated by state and federal laws. 

The banks with which women have had most to do 
in the past have been the savings banks, and many 
have found occasion to feel annoyed or aggrieved at 
the refusal of this bank to do something that looked 
simple and natural to the woman asking for that 
something, but that was contrary to the laws laid 
down for a savings bank. At the same time it is 
probable that that very thing would have been a 
mere matter of routine to a bank of any other class. 
Which shows the need of some knowledge and a little 
thought in selecting the type of bank in which to 
place one’s money. 

It is the savings banks that have helped the 
woman of small means along the road toward 
financial independence. In a commercial way they 
cannot help you, but they can assist you to start 
pyramiding your money by allowing you to begin 

21 


22 AN AMERICAN WOMAN AND HER BANK 


investing with a sum as small as one dollar and pay- 
ing you a liberal but safe interest on your deposit. 
You thus become an investor to the extent of the 
amount you have on deposit, plus the accrued in- 
terest, but with greater security and at a better 
rate, for the reason that the bank, investing your 
money together with that of other depositors, has 
more knowledge of the safety of the securities it 
buys and, owing to the larger volume, can buy at a 
lower rate than you could obtain. 

There are two classes of savings banks: the mutual 
and the stockholders’. Of these two the mutual bank 
is the larger in number. The principal difference 
between them lies in the nature of their organization. 

A mutual savings bank has no organization stock 
to sell and pays no dividends—except to its own 
depositors, who are the actual owners of the bank, as 
is implied by the name. 

This type of bank is started by a number of men 
getting together and putting up enough money to 
run the bank—which means paying the rent, print- 
ing bills, salaries, and so on—until it is able to sup- 
port itself. When this stage has been reached, the 
original money may be returned with interest to the 
men who put it up. There is, of course, no reason why 
such a bank should not be started by women instead 
of by men, but—so far—it never has been done. 

When the organization is complete, these men be- 
come trustees rather than directors, and they serve 
for life. By this I mean that there is no annual elec- 
tion as in the case of commercial and other banks. 
The first trustees are appointed by the original organ- 
izers, and any vacancies caused by death or retire- 
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ment are filled by persons appointed by the trustees 
themselves. A point to be noted is that the trustees, 
as such, receive no salary or compensation. In some 
states they are not even allowed to make loans to 
themselves, and it is only for actual work as heads 
of committees, for auditing the bank’s accounts, 
making investments, and so on, that a trustee may 
be paid. 

Money has no influence on the selection of a 
trustee of a mutual savings bank, and it is principally 
on his standing in the community and his reputation 
for honesty and integrity that he is chosen. As I 
have said, he serves for life, unless he comes into 
conflict with the law, in which case he may be re- 
moved. 

The sole duty of the trustees is to operate the 
bank for the benefit of the depositors who are the 
owners and as such are entitled to any profits made 
by the bank. There is a very important paint of 
difference in constitution between the mutual banks 
and the stockholders’ banks, in the latter of which 
the owners are not the depositors, but the people who 
bought shares by putting up money for the capital 
stock. In this case it is the stockholders who receive 
the profits made by the operation of the bank in the 
form of dividends on their shares, and the depositors 
receive no part of such profits. 

The government—both federal and state—takes 
the stand that the small man, financially speaking, 
is entitled to the utmost protection that it is possible 
to give him—or her. Accordingly very strict rules are 
laid down as to the class of security in which the 
funds of the savings banks—in other words, the 
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depositors’ money—may be invested. Government 
and railroad bonds and real estate mortgages com- 
prise practically the entire range permissible, al- 
though there are slight differences of requirements in 
different states. 

The agreement on the part of the mutual savings 
banks through their trustees toward their depositors 
(owners) is that the trustees will invest all monies 
entrusted to them within the limits and in the 
manner prescribed by the laws of the state. They will 
pay all expenses and, after setting aside a certain 
amount as a reserve for the protection of the de- 
positors, distribute all excess profits among the de- 
positors as interest on their deposits. In fact, it is 
purely a trust relationship between the bank and the 
depositors. And in this connection it must be noted 
that in the event of the failure of a savings bank, 
which is a very rare occurrence, the trustees cannot 
be held liable unless they can be proved to have trans- 
gressed the laws under which they operate. 

When making a first deposit the depositor receives 
from the bank the pass book in which he is credited 
with the amount just paid in. Subsequent deposits 
and withdrawals are also entered as made, and earned 
interest is also entered as it accrues. Thus the de- 
positor can always see the state of his account with 
the bank. 

The pass book contains further the by-laws govern- 
ing the relationship between the bank and the deposi- 
tor, and by accepting this book the depositor agrees 
to regard himself as bound by them. Among the most 
important of these by-laws are those requiring the 
depositor to notify the bank immediately should he 
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lose the pass book, and to make neither deposits nor 
withdrawals without presenting the book. 

The bank agrees to exercise due care in allowing 
withdrawals of money, nothing more. But it is under 
no obligation to insist on absolute identification. 
Any person who presents a pass book, writes a signa- 
ture that will stand up under reasonably close 
scrutiny, and can give correct answers to such ques- 
tions as age, place of birth, names of father and 
mother, and other points recorded at the time the 
first deposit was made, will be allowed to draw 
money, and the bank cannot be held responsible if 
payment proves to have been made to a wrong party. 
The basis of this condition is the agreement that the 
bank shall return the money deposited upon written 
order accompanied by the pass book. In fact, all 
transactions between the bank and the depositor are 
governed by and laid down in the pass book which 
thus becomes a form of contract. 


Stockholders’ Savings Bank 


In the case of the stockholders’ savings bank the 
organization is effected by a number of men com- 
bining their money for the purpose of establishing a 
bank and then subscribing to the capital stock when 
the bank is organized. 

Subscribing to the capital stock means agreeing 
to buy a certain number of shares which carry with 
them a part ownership of the bank. In other words, 
in exchange for a certain amount of cash you become 
a stockholder in the bank, the importance of your 
interest being fixed by the proportion of the amount 
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of money you have put in to the total amount put in 
by the other stockholders. You receive a certificate, 
showing the number of shares you are entitled to, as 
well as the total amount of capital, so that it is easy 
to see just how big a share of the control of the bank 
is in your name. 

In this class of bank the directors are elected an- 
nually by the stockholders, each of whom casts one 
vote for each share of stock held by him. These direc- 
tors are then in control of the bank and its operations 
for the following year and, being responsible for 
the management, appoint the various officials neces- 
sary for the working of the bank. 

In the West a large number of the savings banks 
are of this class, but in the East most of them are 
mutual banks. 

In some states—New York, for instance—the 
law does not permit the use of the word “savings” 
in the name of any bank or department of a bank, 
unless it is a mutual savings bank. In order to 
comply with the law, savings departments in banks 
and trust companies are called “Thrift Depart- 
ments” or “Compound Interest Departments,” but 
are actually savings departments and are operated 
as such. 


Trust Accounts in Savings Banks 


There are several classes to whom the advantages 
of a savings bank account are not legally available, 
but who are able to derive some profit from that 
very fact. 

Anyone can open an account in a savings bank, not 
necessarily for him or herself. It is a good way to 
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start a fund for the education of a child, and this can 
be done before the child is even old enough to sign 
its name. Even a small deposit repeated regularly 
will assume comfortable proportions when helped 
along with compound interest over a stretch of 
years, and, as the money cannot be touched by the 
child, there should be a goodly sum ready when 
needed. In the event of the death of the child, the 
money is at the disposition of the person who opened 
the account, or the child’s guardian, or of anyone 
who holds the pass book and can justify the posses- 
sion of it. 

According to tne 1aw of most states a minor may 
open an account in a savings bank—or the savings 
department of a commercial bank or trust company— 
and deposit money therein. It is, however, illegal for 
a minor to withdraw money from the account, so that, 
in the event of the child wishing to withdraw money, 
it could not be done except by the mother, father, or 
guardian—always on presentation of the pass book. 

The same law applies to persons incapable of 
managing their own affairs, and transactions with the 
bank for them have to be conducted by their guard- 
ians. 


COMMERCIAL BANKS 


Commercial banks—sometimes spoken of as banks 
ef discount—are always stockholders’ banks; that 
is, they are owned and controlled by those who have 
subscribed to the capital stock, in virtue of which 
they elect their directors who, in turn, operate the 


bank for the benefit of the stockholders. 
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The savings banks exist for the sake of the small 
wage earner who does not need a bank for the 
ordinary purposes of daily life, but finds it the best 
way of taking care of his savings, and helping them 
grow. The commercial banks, on the other hand, 
are indispensable to business, large and small, and 
almost so to the woman who lives on a scale large 
enough to make payment by check a convenience. 

As might be expected, the operations of the com- 
mercial bank cover a much wider range in every 
respect than that of the savings banks. In fact, that 
work of the savings bank is sometimes included in the 
activities of the commercial bank, inasmuch as a 
savings department is to be found among the con- 
veniences offered to its customers. This department 
accepts money on deposit and pays interest on it, 
the principal difference between the operations as 
conducted by the commercial and the savings bank 
being that the interest paid by the commercial bank 
is at a fixed rate and does not depend on the profits 
of the department, as is the case in the savings bank. 

The work of the commercial bank may be divided 
into six main departments: 

First, the receiving of money and checks to be 
deposited to an account on which checks may be 
issued for the withdrawal of the money. 

Second, the making of loans. These loans are made 
on the general credit of the borrower, with or without 
an indorser, and secured or collateral loans made 
against sound securities of various kinds. For the 
benefit of those who may be unfamiliar with the 
very elements of banking business and terms I will 
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explain, without further apology, that the indorser 
of a loan is one who “stands back”’ of the borrower 
and is ready to assume his liability toward the bank 
should he find himself unable to repay the loan. Put- 
ting up collateral security signifies that the borrower 
owns some stocks, bonds, or mortgages on which 
the bank is willing to lend a little less than the actual 
market value. This enables the would-be borrower 
to obtain the loan without showing his need of money 
outside the bank, and without putting himself under 
an obligation to anyone. A “‘sound”’ security—in the 
eyes of a bank—1is one that can be readily sold for 
something more than the full amount loaned against 
2 ee 

Third, taking care of what is known as the discount 
of negotiable instruments, the most common of which 
are promissory notes, drafts, or bills of exchange. 
This branch of the work seems to bear a marked 
resemblance to the loaning of money, which it, of 
course, virtually amounts to. In reality, however, it 
is something quite different, inasmuch as the loan is 
made by discounting, which is simply leasing what is 
owned by the borrower. 

The most frequently dealt with of these negotiable 
instruments are notes taken in payment for goods. 
The purchaser of the goods finds it convenient to defer 
payment until he has had a chance of raising at least 
a part of the money by their sale, and the seller needs 
his money—for wages or raw material—before the 
note of the buyer is due. So he takes the note to the 
bank, which buys it from the owner at a discount. 
The bank thus becomes the owner of the note and 
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collects the amount when due, but holds the cus- 
tomer for whom the note was discounted responsible 
should the original maker fail to pay up. 

Promissory notes, drafts, and bills of exchange are 
dealt with on similar lines, the chief difference be- 
tween them and the notes described above being 
in the consideration for which they were originally 
made. 

Fourth, we must consider the collection of checks, 
drafts, and coupons that have been left with the 
bank by customers for collection. Practically all 
banks have what are known as “correspondent 
banks” throughout the country—a system which en- 
ables a man in one city to cash a check drawn cn a 
bank in another with very little delay and at very 
slight cost. It is not difficult to understand how 
greatly such a system has facilitated business. 

Fifth, the bank has a right to issue money in the 
form of bills or currency. In modern times the ad- 
vance of business methods in speed of action and size 
of sums handled made it absolutely necessary to 
find a substitute for metal coin the weight and bulk of 
which had become too troublesome to handle in large 
amounts. And so the bulk of our transactions are 
carried out through the medium of paper money, 
currency, or checks. 

The only banks authorized by the government 
to issue money are the national and Federal Reserve 
banks, which is one important point distinguishing 
these two classes of banks from all other institutions 
dealing with or handling money in any way. 

Sixth, a national bank may also be empowered to 
act as a trustee for estates, or as trustees of a business 
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man or woman in bankruptcy. It may further act as 
an executor under a will. 

Another very important difference between the 
operations of the savings banks and those of the com- 
mercial banks is to be found in the greater freedom 
enjoyed by the latter in the making of loans. The 
latter may loan to anyone whom the board of di- 
rectors consider—after due investigation—a good 
risk. As a matter of fact, about the only restriction on 
them is that they shall not loan upon their own stock 
or invest in the stock of corporations. As a rule, the 
city banks will not loan money on real estate, al- 
though commercial banks in country districts do 
make such loans. 

I do not mean to imply that mortgage loans are con- 
sidered to be poor investments. When properly rated 
and controlled such loans are among the safest form 
of investment, but they are regarded as a better 
investment for insurance companies and savings 
banks, which are classified as investment institutions 
rather than as lending houses. 

Another distinction lies in the fact that whereas, 
as we have seen, the investments of the savings 
banks are regulated by law, the stockholders of com- 
mercial banks must depend on the judgment and 
discretion of the men in control of the bank’s credit 
and loan operations. The bank’s profits or losses are 
determined largely by the ability of the directors to 
distinguish good from bad risks. 

Again there is the important matter of the relation- 
ship of depositors to the bank. In the case of the com- 
mercial bank the agreement is that the bank will pay 
the check of the depositor, when properly signed by 
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him, in the amount designated on the check—to the 
party named on the check—on and after the date of 
the check. In other words, the existing relationship 
is that of debtor and creditor. The bank owes you the 
money you have deposited with it, and you have a 
right to demand it at any time. 

The pass book has not the same importance in the 
commercial bank as in the system of the savings bank. 
In the commercial bank it is nothing but a memo- 
randum of deposits and plays no part in any trans- 
actions between bank and depositor. The loss of the 
pass book entails only a very slight inconvenience to 
the depositor, as it does not contain a statement of 
the standing of his account with the bank. Moreover, 
it can be of no use to the casual finder, however dis- 
honest his intentions may be. 

Against this must be placed the fact that the com- 
mercial bank is under more serious obligations to its 
depositors in the matter of withdrawals by check than 
is the case with the savings bank. In the latter 
possession of the pass book is strong presumptive 
evidence in favour of the holder, and the tests for 
identification are somewhat formal and perfunctory. 
The commercial bank, on the other hand, is required 
to make absolute identification of the depositor’s 
signature on his check, as well as to take all reasona- 
ble precautions to establish the identity of the person 
presenting the check. The trouble you may some- 
times have experienced in getting a check cashed in 
a bank where you were unknown will be explained by 
the above, particularly when you know that the bank’s 
liability for an error in this respect is alive for a period 
of twenty-one years from the date of such error. 
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TRUST. COMPANIES 


In most instances trust companies are nothing but 
banks under another name, doing the same business 
and performing the same functions as banks of dis- 
count, with the single exception of issuing bank notes 
or currency. 

For many years trust companies were the only 
banks that were authorized to act as trustees of an 
estate, but commercial banks are rapidly working in- 
to this field by organizing and installing trust depart- 
ments. 

Many so-called trust companies are simply banks 
doing little or no trust business, but there are still 
some states that forbid a trust company to trans- 
act ordinary banking business and thus force it to re- 
main a simon-pure trust company. 

We are not accustomed in our daily lives to draw- 
ing very fine distinctions, and so when we speak of 
a bank we may be referring to either a commercial 
bank or a trust company. The trust function is exer- 
cised in comparatively few cases, and it is the deposit, 
checking, discounting, and note-issuing activities 
that really affect and concern the public. 

Every year we notice an increasing demand for 
trust business with a corresponding growth in the 
facilities for handling it. This is tremendously en- 
couraging, especially for those of us who are interested 
in fostering and consolidating woman’s position in 
the financial field. It shows that woman is beginning 
to appreciate certain things that we have been preach- 
ing to her for some years; namely, that financial 
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matters require expert handling and should be dealt 
with only by those who have had special training 
in such problems. She is also learning to appreciate 
the value of a trusteeship in helping her to safeguard 
her future and that of her children. With this growth 
of understanding on woman’s part has come an in- 
creased interest on the part of the trust companies. 
Always on the lookout for new business, they see 
here the opening up of an important new field and 
realize that the business will go to those who show 
themselves capable of dealing with it intelligently and 
sympathetically. If this is kept in mind and lived up 
to, both sides will benefit and many difficult problems 
will be on the way to a solution. 


STATE BANKS 


There is so little difference in the functions and 
methods of state and national banks that to the aver- 
age customer they are one and the same. 

The main difference is in the source of their au- 
thority, and this is so purely technical as to be of no 
importance to the general public. A national bank 
obtains its charter from the Comptroller of the Cur- 
rency, to whom as the supervising head it is respon- 
sible. A state bank secures its charter from the State 
Banking Department, instead of from the United 
States authorities, and is therefore responsible only 
to the state. 

There is, however, an idea prevalent that a national 
bank is a safer institution than a state bank, although 
there is nothing in the facts to support the idea. The 
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safety and soundness of a bank—or of any institution 
or business—are based entirely on the qualities of the 
personnel of the bank—the integrity, judgment, and 
character of those in charge—from the directors 
down. Many of our largest banks and trust companies 
are state institutions, and are just as safe and as 
sound as any of our national banks. 

As a safeguard for everybody concerned, state and 
national, in fact, all banks, are subject to examina- 
tion by the authorities without notice, so that all 
books and accounts, all cash and securities, must be 
constantly checked over and in a condition to stand 
strict and expert inspection. Even the knowledge 
that a visit from the examiners may occur at any 
time—without notice—has a salutary effect. 


THE FEDERAL RESERVE BANKS 


It is quite possible that future students of the 
history of the United States will regard the founding 
of the Federal Reserve banks as the outstanding 
achievement of President Wilson’s administrations. 

The idea behind this institution was that it was 
necessary to find some way of controlling movements 
in the national finances that might make panics im- 
possible—or, at any rate, reduce their evil effects to 
the lowest possible mark. 

A panic following or arising out of a national 
calamity or a great war might be understood and, 
being understood, have a certain stimulating effect 
on the national mind and character. An illustration of 
this may be seen in the earthquake—or fire, if you 
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prefer—of San Francisco in 1906. The damage was 
done, nobody could be blamed, and there was 
neither need nor purpose in looking for guilty parties. 
Therefore, almost before the first shock was over, 
people got to work to straighten out the mess, see 
what could be salvaged, relieve the suffering—and 
rebuild on a better plan. And the local reactions to a 
local disaster would repeat themselves on a national 
scale in a national crisis. 

But there were too many panics, large and small, 
with no discoverable cause or justification behind 
them, such as the panic of 1907, which was a purely 
artificial production. 

Two or three years later, a visiting British financier, 
talking over conditions with a New York colleague, 
asked: 

“What caused your panic in 1907?” 

“It was very simple,” replied the New Yorker. 
“Ridiculously simple. A Wall Street man wanted 
to borrow a dollar from a friend—and he didn’t have 
a dollar.” 

Which came very near being the truth. Neverthe- 
less, much trouble and loss were caused to individuals 
and to institutions, and a few—a very few—men 
made large profits. 

For years, one plan after another had been dis- 
cussed in the hope of finding some way of putting an 
end to conditions that were becoming intolerable. 
At last, the first Federal Reserve Act was passed, 
and about a year later, in August, 1914, it began to 
function. 

The country was divided into twelve districts, 
very unequal in point of territory covered by each, 
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but approaching an average as regards financial 
importance. Commercial banks and trust companies 
doing a commercial banking business were admitted 
to membership, and the steadying influence of a great 
homogeneous system soon made itself felt. 

When the New York Stock Exchange closed down 
at the beginning of the World War—just before the 
start of the Federal Reserve System as a working 
organization—everyone predicted disaster. The only 
evil results visible to the naked eye were the absence 
of the market reports from the papers and the loss of 
some jobs by stockbrokers’ employees. Nothing else 
seemed to be changed. Which must be credited to 
the account of the Federal Reserve System. 

Since then much has been accomplished, and par- 
ticularly a greater measure of sanity and regularity 
has entered into banking methods. The handling of 
commercial paper has been systematized, with the 
result of giving a great stimulus to business through- 
out the country, and the rigid rules laid down for 
member banks have immensely improved conditions 
for the millions of depositors throughout the country. 

It is hardly likely that more than two or three of 
my readers will ever come into direct contact with 
the Federal Reserve banks, but the system is of too 
great importance to pass over without a word. And 
every woman who has put $20 into a commercial 
bank is safer because of the work of the system. 


PRIVATE BANKS 


There is one elementary rule which it is more 
necessary to bear in mind regarding a private bank 
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than with almost any other class of financial institu- 
tion. That is, that the bank is as good or as bad, as 
honest or as crooked, as the men running it. 

The reason for this is that while the private banks 
are licensed by the state departments and examined 
by state examiners, and in most respects subject to 
the same laws as are applied to the other classes of 
banks operating within the state, yet, because they 
are subject to fewer restrictions, they are more 
sensitive to the effects of individual judgment and 
capacity than the more official institutions. 

Their organization is also much looser, the result 
of which is liable to be a correspondingly lower 
standard among the personnel, as regards both ex- 
perience and other qualifications which would be 
regarded as indispensable in any other class of bank. 

In small communities a private bank is usually 
started by a man who is known as a successful busi- 
ness man and who has thereby gained the confidence 
of his community. It is only fair to say that in an 
enormous proportion of cases such confidence has 
been fully justified and that those who have availed 
themselves of the bank’s services have had no reason 
to regret it. 

In the larger cities, private banks have been mainly 
of two classes. They have been departments of organ- 
izations principally devoted to other purposes, such 
as department stores or investment houses. Both of 
these have been organized in the first place as an 
added convenience for customers of the house, and 
the fact that their services resulted in a profit was of 
secondary importance. Private banks of this class, 
almost without exception, may be classed as successes. 


TYPES OF BANKS 39 


The second class in the large cities will be found 
wherever there are good-sized colonies of foreigners 
who have not been overlong in the United States. 
Citizens or prospective citizens of this class usually 
have fairly close connections still existing with their 
original homes. One also finds a certain amount of 
distrust due to lack of familiarity with American 
business methods. Combined, these two reasons are of 
great value and importance to an individual of their 
own race familiar with their language, traditions, and 
prejudices, and therefore able to secure their con- 
fidence and induce them to confide their financial 
transactions to his management. 

Such private banks did a great business during 
the days of the foreign exchange boom. Most of them 
made money for themselves and some did for their 
clients. Moreover, some of them were wise enough to 
keep what they made. Naturally, there were many 
failures—some honest, some otherwise—in this class. 

I have included the private banks in the list 
of financial institutions, largely because it is neces- 
sary to recognize their existence. There is, however, 
nothing that they can do for you that cannot be done 
as well or better by the larger institutions, and un- 
less your choice of a private bank for your own use 
is based upon personal knowledge and confidence in 
the owner, I can see no reason for approving such 
choice. 
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III. OTHER TYPES OF BANK INSTITUTIONS 


BUILDING AND LOAN 
ASSOCIATIONS 


joe and loan associations have probably 
done more to help American citizens build and 
own their own homes than any other organizations 
or plans in existence. These are coéperative associa- 
tions for the benefit of their members. 

The New York law defines the objects of building 
and loan associations as the encouragement of in- 
dustry, frugality, home building, and thrift among 
its members; the accumulation of savings, the loaning 
of such accumulations to members, and the employ- 
ment of savings when they have accumulated to a 
certain figure. 

These associations are called Building and Loan 
Associations, Codperative Loan Associations, Codper- 
ative Banks, and Loan and Savings Associations. 

All the above associations operate by selling shares 
of stock to their members on weekly or monthly 
instalments. There are two forms of organization: 
first, the serial plan of issuing stock; second, the 
permanent or perpetual plan. 

On the serial plan, a new series is started every six 
months or every year. Should a new member join in 
March on a serial plan started in January, he would 
have to pay both the January and February as well 
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as the March instalments. On the second class, that is, 
the perpetual or permanent plan, a person can pur- 
chase stock at any time and the shares are issued from 
the date of the first payment. 

There was a plan, although I believe it to be obso- 
lete, under which anyone buying stock had to pur- 
chase shares from the date of the foundation of the 
company, which meant by having all instalments in 
arrears paid up in a lump, every share so purchased 
had equal value with those owned by the other 
stockholders. 

There are two distinct functions of all building 
and loan associations: 

(a) Receiving money as savings; 

(2) Loaning money to members. 

In using the organization as a savings depository, 
shares are bought on exactly the same plan on which 
many people purchased Liberty Bonds; that is, you 
decide how much you can set aside each month or 
week for the purpose and take up the number of 
shares that your money will buy in the time allotted 
for payment. 

The rate of interest paid—which is of paramount 
importance to women to-day, after the primary con- 
sideration of safety—varies according to the type and 
plan of operation, but the yield in either form of 
organization is high, and has, therefore, attracted an 
enormous number of investors. 


MORTGAGE COMPANIES 


Mortgage companies are institutions whose busi- 
ness is loaning money on real estate. These loans are 
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secured by mortgages, which are sold to investors, 
the company guaranteeing the payment of the 
mortgage at maturity. 

The loans are handled by the mortgage companies 
in much the same way as in the case of savings banks. 
They attend to the collection of the interest, keep 
track of the payment of taxes, and see that the insur- 
ance is kept up. As interest is received by them, 
they remit to the holder of the mortgage. The charge 
for this service is } of 1 per cent. so that, where the 
interest is 6 per cent., as in New York State, the com- 
panies collect at this rate and remit to the holders at 
the rate of 53 per cent. 

Every state in the Union permits savings banks to 
loan on mortgage—as has been stated earlier in this 
book—but there are times when the available funds 
in a savings bank are insufficient for the needs of the 
community in which it operates. There may be 
money enough, lumping it all together, but only a 
certain proportion of the whole may be used for 
each class of investment. It is in view of such con- 
ditions that mortgage companies and building and 
loan associations have been developed and continue 
to flourish. 

There are very many details and phases of this 
business, but it is so important and wide-ranging, 
and, as an investment under the right conditions so 
eminently desirable, that every woman should have 
at least a general elementary understanding of it. 

To deal with the simplest form first, we will con- 
sider the woman with money to invest. For her there 
is almost no more desirable form of investment to be 
had, providing she will go to a first-class conservative 
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mortgage company. Such a concern will be likely 
to treat her well, as they are more interested in her 
future business than in the profits of the first trans- 
action. The important features of the bond are the 
location and character of the property, and the length 
of time the mortgage has to run. The location is 
of importance, because a neighbourhood is rarely 
stationary in value: if it is either going up or coming 
down, and, of course, values fluctuate accordingly. 
The character of the property depends for its value 
upon the fluctuations of the character of the locality, 
for a building that may be useful and marketable 
under one set of conditions may be entirely useless— 
and therefore worthless—under others. It is for these 
reasons that a conservative, safe company must be 
selected, as it is only such where the investor may 
have a reasonable certainty that a sufficient margin 
has been allowed in establishing the value of the 
property when placing the first mortgage. Such a 
mortgage should not be for more than 60 per cent. 
to 65 per cent. of the value of the property—land 
and improvements. Unless the mortgage is for a very 
short term, and the character of the neighbourhood 
obviously on the up grade. The value of such an in- 
vestment lies in the facts that it represents actual 
tangible property; that it is practically always market- 
able, which means that it is acceptable to most banks 
outside the cities as collateral; and that when the 
mortgage runs out and is paid off, rendering the in- 
vested cash again available for reinvestment, it is 
always possible to place it back under similar condi- 
tions and terms. 
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The second phase of the business is more com- 
plicated and must be gone into at length. The first 
assumption is that you have property on which you 
wish to raise money, the property being “‘free and 
clear,’ meaning that there are no mortgages or other 
liens upon it. 

Having selected your mortgage company—upon 
its standing and reputation—you make an applica- 
tion for the amount you wish to borrow, giving a full 
description of the property upon which the loan is 
sought. This description must include the following 
particulars: Location, size of plot, character of build- 
ing—that is, area of plot covered by building— 
height, number of stories, number of rooms, material 
used in construction, age of building, and cost of 
construction and amount of insurance carried. The 
number and nature of any other improvements on the 
property should also be given, as well as any other 
items of information that the lending company ought 
to have. 

Your application with the description is turned 
over to the appraisal committee, who will examine 
the property and report on it, giving the valuation 
they set upon it—which does not always agree with 
your own estimate. However, you probably did not 
expect that it would, and it’s all part of the game. 
There is always a fee to be paid for this inspection 
and report, whether it be made by a savings bank or a 
mortgage company. 

After the report has been made and considered, you 
will be informed as to the amount that the company 
will lend on the property, and, if you are willing to 
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accept that, the matter is turned over to the attorney 
of the company, who has to make what is known as a 
“title search.” This involves a study of the records 
at the county clerk’s office, to find out whether the 
ownership is clear and all taxes and other liens or 
claims against the property satisfied. This search 1s 
taken back through some years, the actual period 
depending upon how long the property has been 
developed, and how many hands it has passed 
through. It is also necessary in many cases to dis- 
~ cover whether there are any restrictions upon the 
property; that is, any stipulations as to the uses to 
which the property may be put, as anything of the 
kind will naturally affect the value of the property 
by limiting the market for it. This is of great impor- 
tance to any person or corporation lending money on 
property, as they have always to think of the possi- 
bility that they may have to foreclose in order to 
get their money back, and they may be left with an 
unsalable asset on their hands. 

However, we will assume that the search reveals 
nothing that affects your claim to be the legitimate 
owner of the property without any valid liens or 
claims against it, so that your title is clear. If you are 
borrowing from a savings bank, they will give you a 
“certificate of title.”” If your loan is coming from a 
mortgage company, you will receive a “title policy” 
which guarantees your title. 

After this the papers for the loan have to be 
prepared, there being two of them, the bond and the 
mortgage. The bond is the obligation to repay the 
money borrowed; the mortgage is the security for the 
loan; that is, it is the instrument that entitles the 
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lender to take possession of the property, if you do not 
keep up the payments of interest on the dates fixed, 
or if you are unable to repay the principal at the end 
of the period for which the money was loaned. It is, 
in fact, a conditional transfer. 

In order that your loss in the event of foreclosure 
may be limited—it being remembered that you have 
only received about 60 per cent. of the value of your 
property—the lender of the money, known as the 
mortgagor, may not seize the property and hold or 
sell it for his own use and profit. It must be sold at 
public auction, due notice of this having been given 
as laid down by law, and any money realized at such 
sale over and above the amount of the mortgage and 
unpaid interest, plus the costs of the sale, must be 
turned over to you. This is known as your “equity.” 
The mortgage must be recorded at the County 
Clerk’s office, this being a matter for the lending com- 
pany to take care of, and under the terms of the 
mortgage, you will be required to pay the taxes on the 
property as well as to keep up the insurance. 

If you wish to sell your property before the mort- 
gage is due, you can do so by getting the purchaser 
to assume the mortgage, this requiring merely a 
formal approval and consent of the holder of the 
mortgage and a recording of transfer. Then it is sim- 
ply a matter of agreement between the purchaser as 
to the amount you will take for your equity. In 
fact, property with a mortgage is usually more readily 
salable than if it were “‘free and clear,” as the 
mortgage establishes a value for the property and 
greatly facilitates all investigations and searches. The 
actual cash involved in the transaction is also less. 
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SAFE DEPOSIT VAULTS 


There is one great convenience that has come to 
be available to the public at a minimum expense, 
owing to the needs of the bank in its own work. 

One of the most important points in bank opera- 
tions is the safeguarding of money, drafts, books and 
records, securities, and so on. Some of the best con- 
struction engineers in the country have been called 
upon to devise protection against fire and burglary 
and have attained a very high degree of success. 

The question of location was one of the first to be 
settled, and in most cases the vaults are found under- 
ground. The next factor for consideration was that 
of material. That, too, has been solved, and a com- 
bination of concrete and steel both of special quality 
is the formula in general use. 

Then came a very difficult problem; one on which 
many costly experiments have been made and are 
still being made, as the ingenuity and skill of the 
metallurgists and locksmiths are constantly advanc- 
ing. The question was the door of the vaults, natu- 
rally the most difficult and vulnerable point. 

To make things easy for those entitled to enter, 
and hard to the point of impossibility for the un- 
authorized, taxes the ingenuity of all concerned, and 
a very interesting competition has come into exist- 
ence. 

Years ago, when the idea of putting armour on a 
battleship was first adopted, a contest on similar 
lines developed between the steel mills and the big 
gun makers. The mill would turn out a plate that 
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Entrance to Vault 
CHASE SAFE DEPOSIT COMPANY 
Pine Street, corner of Nassau Street, New York City 
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defied the best gun and skill in existence. Then came 
an improvement in guns, or powder, or in the nose 
of the shell, and, for a time, the gun makers were on 
top. Another year or two, and the biggest guns could 
do nothing against the latest type of armour. So it 
went on and is still going on. 

The contending parties in the safe deposit game 
are the door builders and locksmiths on the one 
side and the safe crackers on the other. On the whole, 
the safe men have the best of it on all counts. Doors 
are built up of many thicknesses of chilled steel, alter- 
nated with other metals, the effect of the combina- 
tion being to waste time for anyone attempting an 
attack. The doors in some cases weigh forty tons and 
more, but are so well hung that when unlocked they 
swing at the touch of a finger. 

The locks are a source of delight to those interested 
in mechanism. That feature is not forgotten in their 
setting up, as they are covered by plate glass, which, 
while it protects the shining bolts and bars from dust, 
allows you to admire the beautiful finish of the works. 
The time clock is one of the wonderful details of the 
control. This, when set for a certain time, prevents 
even the legitimate holders of the combination from 
operating the door until the fixed time has expired. 

Added to the material side of the equipment is the 
human element—the system. This phase is the one 
with which you will come in contact. 

When you wish to rent a box, you go down to the 
vault where there is usually a nicely furnished re- 
ception room with courteous attendants. They show 
you over the vault and let you see the various sizes 
of boxes at your disposal. You can have one small 
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enough to hold your pass book and a few papers or 
large enough for a great stack of securities. You may 
rent a box for a verynominal sum and upward, accord- 
ing to size. 

Having selected your box and paid the first year’s 
rent, you sign the contract with the Safe Deposit 
Company, which includes your signature for purposes 
of identification. Then you receive your keys, and 
your box is ready for you to use under the rules 
and regulations of the company as set forth in the 
contract. 

Then you will begin to see what the system is. 
When you call at the vault to put some papers or val- 
uables away, you will find that you must pass an 
armed guard and be identified by an officer before you 
are admitted to the rack where your boxes are kept. 
Then you find that your key will do only part of the 
work. Before you can use it the guard must use his 
key. Then your key or combination completes the 
operation, and the box is taken out for you. 

When you have your box, if you want to look over 
the contents, or cut your coupons, you will find a 
comfortable small room at your disposal, with 
tables and chairs, pen, ink, and paper; scissors 
for cutting your coupons; clips and envelopes, and 
anything you may need. 

After you have finished, the attendant replaces 
your box; your key and his are both used to lock it 
away, and the entire resources of the bank are on 
duty to keep it safe for you. 

You should not lose sight of this service. Important 
and valuable documents, insurance policies, jewellery, 
and so on, are safer than in your home. If you want 
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to go away for a few weeks, anything you are par- 
ticularly anxious about will find room in the vault; 
even bulky articles can usually find accommoda- 
tion and protection. All this service is available to 
you at such low rates that you cannot afford to ig- 
nore it. 
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IV. TYPES OF ACCOUNTS AND HOW TO USE THEM 
OPENING AN ACCOUNT 
| Ree choice of your bank may have been brought 


about by any one of several causes. 

In this day of progressive advertising by our banks 
the invitation of one of them may have caught your 
eye and your fancy. At any rate, it may have inter- 
ested you sufficiently to induce you to call and see 
whether they would welcome a woman’s account. Or 
a friend may have found a certain bank pleasant 
in its methods and behaviour toward her, which led 
you to believe that that bank would be a good place 
in which to deposit your funds. 

Possibly it was the appearance of a bank building 
that impressed you, in which connection I may per- 
haps be pardoned for pointing out that the appear- 
ance of a building—whether occupied by a bank or 
any other business—is one of the most effective 
forms of advertising. To a certain extent banks as 
well as other concerns have long realized the im- 
portance of a handsome exterior for their offices, but 
it is only in recent years that the arts of architecture 
and publicity have begun to cultivate acquaintance 
with a view to possible codperation. Beauty of design 
and richness of materials are not enough. To exercise 
the utmost possible effect; to make the casual 
passer-by realize: first, that this is a bank; second, 
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that it is a bank that he, or she, would like to do 
business with—these things are of vital importance. 
And to secure these things will call for the develop- 
ment of a new art, signs of which, it must be admit- 
ted, are beginning to appear. 

I would apologize for the above digression were it 
not for my conviction that banking is so mixed up 
with our daily lives, and we are so concerned with the 
growth of the banking business, that nothing can be 
regarded as entirely foreign to the subject. And the 
better class of bankers, the men of the larger vision, 
realize this themselves. 

Another inducement may arise out of our increas- 
ing tendency to do everything in the easiest way, 
and your choice of a bank may be determined by the 
fact that a neighbourhood bank or a branch bank 
is just around the corner from your home, and as it 
appears to be a perfectly good bank, why not give it 
a trial—at least to the extent of dropping in and 
seeing what kind of a reception you get? 

Again, you may be a stranger in the city and have 
brought a letter of introduction from your banker in 
your home town or your last place of residence. It 
may be an open or general letter, addressed to any 
banker, or your own banker may have connections 
in your new district and have recommended you to 
the attention of one of them. In the latter case you 
will be received with open arms—figuratively speak- 
ing—and your initiation greatly facilitated. 

Anyway, it matters comparatively little how you 
come to choose your bank. Your relationship to the 
bank begins when you reach the “New Account” 
desk and state what you are there for. Your actual 
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point of contact is made when you fill out your 
signature card and receive your pass book, but by 
this time there has already established itself in your 
mind a feeling—conscious or unconscious—of like or 
dislike toward the bank, entirely according to the 
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nature of the reception you have met with and the 
preliminary steps you have been made to take. Tf 
you have been greeted with friendly looks and tones 
and made to feel that the bank welcomed you not 
only as a new customer but also as a valued addition 
to their list of adherents, you will feel a pleasant 
glow of pride in yourself, which will naturally reflect 
itself upon the bank. 

You may wonder why a bank should have such a 
very unattractive and frigid person as receiving teller. 
Is it for the purpose of frightening you off, so that 
you won’t be constantly running in to pester them 
with your troubles and problems? While this is pass- 
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ing through your mind, the banker is sizing you up 
in almost the same way. Your letter of introduction, 
if you have brought one, may have created in his 
mind an interest in you, apart from the size of your 
account, as it is not the figures alone that determine 
the desirability or otherwise of a customer. And if 
you have no introduction, your reception may at 
first be somewhat stiff, not to say chilly, even to the 
point where you decide to seek another bank, where 
the atmosphere may be more congenial. 

Women have a right to assume that they are doing 
a bank a favour when they pick it out of a long list 
of those available and decide to do their business 
with it. In actual point of service one bank is very like 
another, and it is the apparently unimportant details, 
the friendly atmosphere, the human sympathy and 
understanding, the ungrudging willingness with 
which service is offered and rendered, that will hold 
the customers it has and—with their help—attract 
others. 

If you do not feel at your ease in the bank you 
have selected, you will be unlikely to use it as you 
should, and will receive no real benefit from your con- 
nection with it. The mere daily facilities of the check- 
ing account naturally make up the bulk of your trans- 
actions with the bank, but they are not the things that 
may make the difference between comfort and pov- 
erty. It is when problems arise that—for you—are 
outside the daily routine; when a decision has to be 
made between one investment and another, that you 
should feel that you have the right to go for advice 
to the man whose business it is to know—and whom 
you are, in one way or another, paying for that ad- 
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vice, even though such payment may not appear to 
be collected anywhere that you can discover. 

Suppose that you have inherited some stocks that 
are paying big dividends and are quoted high in the 
market. Should you keep those stocks for the sake of 
their yield of interest, or sell them while they will 
fetch a good price and reinvest the proceeds in some- 
thing less sensational but safer in the long run? How 
are you to know? The high dividends are certainly 
attractive, but you cannot tell how or why they have 
been paid, and you cannot even guess whether or how 
Jong they will continue to be paid at the same rate. 
Are you ever justified in carrying speculative stocks 
among your investments? And, if justified at all, how 
large a proportion of these should be in your total? 
Such things require a lifetime of study as well as 
daily access to developments through the entire 
business world. And it is your banker’s business to 
keep in touch with all these matters, and to be able 
to help you to a solution of your problems. 

As I mentioned above, while you are sizing up the 
bank and making up your mind as to whether you 
are going to feel at home in the bank, the banker on 
his side is trying to discover whether you are the kind 
of customer he wants; whether you are the kind that 
will use the bank as you should, so as to get the great- 
est possible benefit for both sides. He will ask many 
questions, some of which are likely to surprise you 
and to appear to have no connection with business; 
in fact, to be almost ill-mannered. Make no mistake 
about that. All the questions asked are absolutely 
necessary for the records. They are not prompted by 
mere inquisitiveness, and sooner or later you will 
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discover that the bank’s knowledge of your actual 
standing, conditions, and connections will be of great 
influence on the bank’s ability to assist you. So— 
be entirely frank and “lay all your cards on the 
table.”” And remember that all information given to 
your banker, like that in the possession of your lawyer 
and your physician, is strictly confidential by all the 
rules and laws of the profession. 

In opening an account take all the time that is 
necessary, but do not forget that this is a business 
age and that time is money. The banker is anxious to 
give you all the time needed for your business, but 
visiting must be done after banking hours, and friend- 
liness on the part of the banker, no matter how 
genuine and sincere, must not lead you into the temp- 
tation of abusing it. Don’t wear out your welcome. 
This is a fault to which we women are more prone 
than men. Let us try and correct it. 

Having presented your introduction or given your 
references, which are required by all banks as a pre- 
cautionary measure, you will be informed of all the 
rules as to the amount at which your daily balance 
must be maintained, the rate of interest paid, and so 
on. 
If the account is for a club, a corporation, or a 
partnership, you will have to produce an authoriza- 
tion for opening the account and for drawing checks, 
so be prepared for this before you go to the bank. 

For such accounts two, or sometimes three, signa- 
tures are required, and a pass book will not be issued 
without proper authorization. 

Banks furnish check books free, and some will 
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print your name on your checks free; others make a 
nominal charge for this. 

With your first deposit the bank becomes your 
debtor; that is to say, the bank owes you as much 
money as you have deposited. You have become the 
bank’s creditor and have a right to issue checks 
against the account, which the bank is bound by law 
to pay—to honour, as it is called—up to the amount 
you have on deposit. 

Do not expect the bank to honour an overdraft; 
that is, to pay out more than it owes you, as that 
is against the law, and they have no right to do it. As 
a matter of fact, it is done—very rarely—and either 
in very exceptional cases as a courtesy or—still more 
rarely—by accident. But it is a thing that the bank 
has no right to do and that you have no right to ask. 
It is not good banking or good business, and it will 
inevitably hurt your standing with the bank. More- 
over, when you draw a check for which there are not 
sufficient funds in the bank, and the bank conse- 
quently “‘dishonours”’ it, that is, refuses to pay it— 
as it is obliged by law to do—your credit and standing 
in the community will naturally suffer. It is true that 
the bank will not mention your overdraft or their 
refusal outside their own walls, but the tradesman or 
other person to whom you have given the check will 
know why the check was not paid. He will feel ag- 
grieved and be likely to talk. 

It is of the utmost importance that you should 
keep an accurate account of your transactions and 
your standing with the bank, so that you know at 
all times exactly how much money they owe you. 
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And be very careful not to blame the bank for your 
own mistakes. 

Accounts may be opened with either cash and 
checks, cash alone or checks alone, and the method 
adopted has some effect on your immediate ability 
to draw on the account. If opened with cash alone, or 
cash and check, you are entitled to draw immediately 
up to the amount of the cash deposited. Checks have 
in most cases to be ‘‘cleared’’; that is, they have to 
be presented at the bank on which they are drawn, 
and the amount, or its equivalent, collected. Some- 
times, however, the nature of your introduction or 
references may so establish your personal equation 
that they will counterbalance the risk of paying be- 
fore collection. 

The reason that there is a risk—in the eyes of the 
banker—is that the check may be irregular; it may 
be an overdraft or a forgery, or payment on it may 
have been stopped by the maker (the person signing 
the check). Banks have lost so much money through 
bad checks that you must not feel annoyed or ag- 
grieved when delays arise through the bank’s ob- 
servance of regulations that have been found essential 
to its safety—and yours. There is nothing personal 
in the matter. 


CHECKING ACCOUNTS 


Checking and savings accounts are opened in prac- 
tically the same way. 

Having selected your bank, you present yourself 
with your letter of introduction and have your inter- 
view with the president of the bank—or the officer 
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delegated to ask the necessary formal questions for 
the purpose of securing your record. 

The next step is to fill out the signature card and 
make out a deposit slip. 

You then receive your pass book, in which the 
amount of your first deposit is already entered, and 
a book of blank checks. 

Now you are ready to start withdrawing your 
money by check, which means that you are in a posi- 
tion to meet your obligations without any anxiety 
about losing your money or having it stolen, and with 
no restrictions as to how much or how often you may 
draw—so long as you keep within the limits of the 
amount you have deposited. 

The little slip of paper known as a bank check has 
been said to be the most remarkable development of 
modern banking. Its ease of handling has made so 
many forms of trading possible and simple, that our 
whole civilization has come to be tied up with it, and 
life without it—as without the telephone, for example 
—would be unthinkable. But it is upheld mainly by 
a constantly growing sense of the need of good faith 
and integrity in business, and for that reason it is 
indispensable that we should never abuse it—that 
we should be careful to keep our checks “regular” 
in every respect. Unwillingness to accept your checks 
would cause you serious inconvenience as well as loss 
of standing in your community. And a general reluc- 
tance or refusal to do business by means of checks 
would throw society back into the dark ages, when 
mutual suspicion hampered both sides to any transac- 
tion; when goods had to be rigorously tested for both 
quantity and quality, and when the coin tendered in 
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exchange was submitted to examination of eyes and 
teeth—to say nothing of the scales. Therefore—once 
more—keep your accounts at the bank straight. 

Many advantages attach to the possession of a 
checking account, and it would be the greatest mis- 
take to assume that a bank exists only for the conven- 
ience of the wealthy, and for the purpose of loaning 
money to great business corporations. It is the small 
accounts—and their enormous total—that give the 
banks enough money to support and develop indus- 
try. And part of the money that goes from the banks 
into industry in some way or other comes back to 
you. 

Among the many points of a checking account the 
following should be noted and remembered: 

A. Money deposited in the commercial bank may 
be drawn at any time and to any amount within the 
limits of the balance standing to your credit. 

B. A check is an order upon the bank to pay the 
amount stated on the check—to the party named on 
the check—on or after the date stated on the check. 

C. A check drawn to a named person must be 
cashed by that person, but a check drawn to “‘Cash”’ 
or “Bearer” may be paid to anyone. 

D. It is perfectly safe to pay a bill by means of a 
check sent through the mail. If it should go astray 
in the mail, any dishonest person finding it would 
have considerable difficulty in cashing it, as a bank 
requires identification of the person presenting the 
check. Moreover, it is highly probable that you would 
be notified of the check’s failure to arrive by the 
person expecting it, which would give you time to 
stop payment at the bank. 
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E. A check that has been paid by your bank and 
returned to you is an absolute receipt for the amount 
stated on it. A check is stamped with the name of 
every bank handling it, so that if the person to whom 
you give or send it deposits it in his bank for collec- 
tion, the check when it gets back to your hands shows 
the stamps of both the payee’s bank and yours. In 
the case of a check that you have mailed to a party 
in another town, it is likely to show the stamps of at 
least three banks: the bank of the person or firm to 
whom you sent it; that bank’s correspondent bank 
to which it has been sent for collection (see explana- 
tion of this in Chapter II) and your bank which has 
finally honoured it. And all these banks are liable for 
any errors they may make in dealing with the check, 
so that they are forced to exercise great care to insure 
that only the proper party receives the money. Should 
any dispute arise later as to whether a bill has been 
paid, a cancelled check is indisputable evidence. 

F. In the stubs of your check book you have a 
most convenient means of keeping a record of your 
exact balance at the bank. Each stub, of course, 
shows the amount of the corresponding check (pro- 
viding, of course, that you have not omitted to fill 
it in) as well as the name of the party to whom it was 
made payable, and on the back of the stubs you should 
enter the dates and amounts of your deposits. A little 
elementary arithmetic, involving only the rules of 
addition and subtraction—and there you are. 

At the end of the month your bank will have a state- 
ment prepared, which you should immediately com- 
pare with the figures in your book, and, if there is any 
difference shown, go to your bank and let them 
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straighten it out for you. Some banks mail this state- 
ment to depositors as soon as ready. At others you 
must call for it. 

Do not be in too much of a hurry in making up 
your mind in case of a difference in the figures that 
the bank is wrong and you are right—or that you are 
wrong and the bank right. The probabilities are some- 
what in favour of the bank, but even probabilities 
do not always come off, and checking up is safer than 
any assumption. 

G. A checking account is very important in estab- 
lishing credit, and credit is a most valuable asset 
to anyone. There is scarcely a single person that will 
not at some time or other experience the advantage 
of a good credit standing—more particularly in these 
days of instalment buying. Which is my justification 
for repeating: Be systematic and accurate in your 
transactions with the bank. If you will do this, you 
will always find the banker willing and anxious to 
help you, and you can have no better reference when 
you need one. 

H. Finally, every person who deposits money in 
the bank renders a service not only to himself and the 
community to which he belongs but to the whole 
world. The progress of the world depends on produc- 
tion, and your money—without ceasing to belong to 
you and to be available for you—helps to build up a 
fund that will keep the labourer in his job and bust- 
ness prosperous. 

Checks to-day take the place of money. It might 
even be said that they are money. For that reason 
you should use great care in taking a check to make 
sure that it is “regular”; that it is not a forgery, or 
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drawn by an irresponsible person. Your bank will 
stand back of you, but it is your duty and part of your 
responsibility as a citizen to play as fair with your 
bank as you expect your bank to play with you. 


Daily Balances 


Most banks to-day are demanding that all deposi- 
tors carrying checking accounts, in order to receive 
the checking service free, should keep enough money 
in their account at all times to allow the bank to 
come out even on the cost of handling the account. 
The amount of the balance required varies in propor- 
tion to the expense of operating. This demand is not 
yet universal, but is rapidly approaching that stage. 

The reason and point of the demand is this: Every 
check that you draw against the money on deposit 
in the bank calls for a certain number of operations. 
It has to be entered in several books and ultimately 
shown on your monthly statement. (I am purposely 
mentioning only the most simple and obvious opera- 
tions.) This work has to be done by a bookkeeper 
or a clerk, or several. Now each of these men—or 
women—receives a salary and does a certain amount 
of work for that salary. By dividing the amount of 
work—or, let us say, the number of operations—he 
or she can perform during a week into the amount of 
money he receives for doing it, we can arrive at the 
cost of each operation. There are other items, such as 
rent, light, stationery, printing, and so on, collec- 
tively known as “overhead,” but this is not the place 
to discuss these. 

By taking the number of your transactions with 
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the bank during the month and multiplying the cost 
of each operation you have made necessary by the 
total number of them, we can arrive at the cost to the 
bank of your account. 

The bank’s principal, if not only, source of income 
is what it can earn on the money deposited with it— 
by interest on loans, and so on; and unless the amount 
standing in your name is large enough to earn enough 
to cover the cost of taking care of your account, you 
would be causing the bank to lose money. Finally, 
when a bank is losing money, it ceases to be a safe 
place in which to keep your money. So you must not 
be surprised—or offended—if the bank says: “You 
must either always keep at least $50 (or $100) in the 
bank, or we must charge you $1 or $2 per month 
whenever you drop below that figure.”’ These figures 
are usual in small-town banks, but in larger cities 
the daily balance required to be maintained may run 
as high as $500. 


SAVINGS ACCOUNTS 


Savings accounts are opened in practically the 
same way as a checking account. 

There is a signature card to be filled out, which 
the bank keeps on file for comparison and identifica- 
tion—just as in the case of the checking account. The 
only difference between the two cards is that in the 
case of the savings-account card more questions are 
asked. 

The depositor also receives a pass book which in 
a savings account is of much more importance than 
in a checking account. In the latter it is nothing 


M t hereby secent to the rules governing eccounte tn the Sevings Oepartment of 
the WASHINGTON LOAN & TRUST CO., Washington, 0. C., ps set forth a the 
epost Book of sald bank furnished me end agree to be bound thereby. 


canal Rag lls — ome, 10 


_sgees ¢omese co. asiTe oo sooe-t9 


SIGNATURE CARD—SAVINGS ACCOUNT 


‘THE WASHINGTON No. M $7598 
LOAN AND TRUST COMPANY JOHN M.DOZ 


WASHINGTON, ©. C. 


ee ee ee 


Dats _ Teller Deposits Beltane 


20- 
do- 


bo- 
/o- 
2$- 


PASS BOOK—SAVINGS ACCOUNT 


1 


72 AN AMERICAN WOMAN AND HER BANK 


but a memorandum of deposits, but in the former it 
is necessary to produce it at every transaction, 
whether depositing or withdrawing. 

Furthermore, a savings-account pass book con- 
tains full and exact information as to what your 
obligations toward the bank are, and what the bank’s 
obligations toward you are. It tells about the pay- 
ment of interest—the rate paid by the bank and the 
method of paying it to you or crediting it to your 
account—and how to withdraw money. 

A savings bank still performs most of its transac- 
tions by means of actual money. It will receive checks 
as deposits, but you cannot issue a check against the 
bank for withdrawal by any other person. Most 
savings banks, however, will furnish you with a 
cashier’s or treasurer’s check to your order. 

You will remember that in a commercial bank 
it is possible—once you have opened your account— 
to transact all your business without ever going into 
the bank, but with a savings bank there is a much 
closer personal contact. 

Because the savings account is used primarily by 
the small saver, the money is left on deposit for a 
greater length of time than in the commercial bank, 
which is the reason that the savings bank can pay 
a higher rate of interest on your money. 

The commercial bank makes what are known as 
“short-term” loans, which means that they lend 
money for thirty, sixty, or ninety days, whereas loans 
from savings banks run very often for from three to 
five years. 

A commercial bank exists because men and women 
have accumulated money and have invested it in a 
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banking business. In turn the commercial bank as- 
sists business men and women and relieves the private 
individual from carrying the financial burden of a 
business by loaning them money which may be used 
as if it were private capital. It is the business world 
that uses a large part of the money deposited in a 
commercial bank. 

The savings bank, while it cannot help the business 
man with his daily financial problems, does perform 
an equally important function, in that it takes the 
small sums of the small man and adds them together, 
thus creating a large fund which provides the capital 
to build business, as well as lending money to help 
buy and build homes. 


DEPOSITING 


The receiving teller is the man with whom you will 
come more in contact than any other of the bank 
officials or employees. He it is who can make you feel 
at home in the bank; who will help you to make out 
your first deposit slips and get you started right. 
And we all expect him to be very agreeable and 
pleasant with us. It is to him that we give all our 
money for the bank to take care of—and he ought to 
be nice about it. . 

On the other hand, we have a distinct duty toward 
him, which very few of us women realize. By following 
the few and simple rules explained to us at the be- 
ginning—which the receiving teller will uncomplain- 
ingly repeat the first one or two times we come to 
his window—we can help to make his working day 
shorter and his life more tolerable. Many a teller is 
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kept after hours because we women either do not 
know or—which is worse—do not care and do not 
pay attention or remember the instructions that are 
given us. We are inclined to believe that any old 
way is good enough, and then some of these bank 
people are too fussy, anyway. But when we get angry 
at having to stand in a slow-moving line at the teller’s 
window, and wonder when—if ever—our turn will 
come, if we take a look at the head of the line, it is 
highly probable that we shall find it is a woman who 
has got mixed up and has to be straightened out. 
It has been said that the great benefit of Sunday 
school was that it got children out of the way, so 
that their parents could enjoy their Sunday afternoon 
nap. And there are not a few people who believe that 
the principal function of a Woman’s Department in 
a bank is to clear the rest of the floor space for real 
business. 

Be that as it may, here are some of the things we 
must keep in mind. 

Always take your pass book with you when you 
go to the bank to make a deposit. This will save 
everybody time and trouble, as will be shown later. 

You may have a very unusual name, but in a 
bank of any size they will probably be able to show 
you that there is another depositor of exactly the same 
name. And with all the care in the world a deposit 
may be credited to the wrong account. Your pass 
book is your receipt, and will always be accepted as 
such—even in court. 

If you find that you have forgotten to bring your 
pass book, make out two deposit slips, being careful 
that they read exactly alike. The bank—that is, the 
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teller—will sign and stamp one of the slips and hand 
it back to you. Then the next time you are in the 
bank, give the pass book and the stamped slip to the 
teller, and he will make the entry that should have 
been made before. Be careful not to lose that stamped 
slip until it has been properly entered, as that is a 
frequent cause of loss and general trouble. 

When making out your deposit slip be sure that 
you write your name exactly as it appears on the 
bank records; that is, in your pass book and on the 
signature card you filled out when you opened your 
account. This is especially important if you have two 
or more accounts in the same bank. For example, 
you may have in addition to your private account a 
trustee account, a special account, and an executive 
account. All of these must be designated by the name 
showing the nature and purpose of the account, such 
as: Mary Ellen Jones, Trustee, or Jane Hopkins 
Brown, Special, and must be signed in the same way. 
And it is of the utmost importance that these should 
always be kept distinct, and that no variations should 
be used in spelling the name. 

A firm—partnership or corporation—may have 
an account in a certain bank in the name of the firm, 
and every member of the firm may have his or her 
private account in the same bank. Besides this it may 
—and frequently does—happen that the name of the 
firm is that of one of the partners. If proper care 1s 
not constantly exercised, such conditions may cause 
endless complications and trouble. 

Again, using initials is bad policy. Supposing Jane 
B. Smith and Janet B. Smith were both depositors 
in the same bank, and both started to use initials in- 
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stead of their full names—what would happen to their 
deposits? and in what shape would their accounts be? 
Not to speak of the loss of time and temper—and 
possibly language—on the part of both Smiths and 
the teller and bookkeeper. 

Arrange your deposit, that is, the checks, currency, 
etc., that you are depositing, in the same order that 
appears on the deposit slip. This will simplify the 
work of the receiving teller and, by so doing, shorten 
the time it will take you to transact your business 
at his window. It will also earn for you the approval 
and thanks of those behind you in the line. Moreover, 
helping to speed up the work of the bank will also 
have some influence toward keeping down the cost 
of doing business, and, somewhere or other, you are 
likely to feel the good effects of this, although it may 
not appear in any specific figures. 

Bills should be right side up, and those of the same 
denomination together; checks should be as listed 
on the deposit slip, and all properly indorsed; and 
silver and gold in separate envelopes. 

Write as plainly as possible; omit all dollar signs, 
and place your figures directly under each other, so 
that they may be added easily and quickly. 

Look upon your deposit slip as a valuable docu- 
ment, and treat it as such. It is a record of a transac- 
tion with you that the bank keeps and very seldom 
destroys—never until the transaction recorded has 
been checked, verified, and passed into the haven of 
things that may be forgotten—because their work is 
accomplished. While it exists, it forms a proof that 
cannot be questioned. 

If you are in business or trade, you may have oc- 
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casion to deposit a quantity of silver. If so, it should 
be wrapped in the proper way, in which the bank will 
be glad to instruct you. They will even provide you 
with paper cut to the proper size and with the de- 
nominations and number of coins and total value 
printed on each sheet. The regular system is as fol- 
lows: 

Half-dollars in rolls of $10. 

Quarter-dollars in rolls of $10. 

Dimes in rolls of $5. 

Nickels in rolls of $2. 

Pennies are by some banks taken in rolls of 25; 

by others in rolls of 50. 

Bills in quantity are strapped, and these paper 
straps may also be obtained from the bank free. 
Each package should contain so bills, no matter what 
their denomination—providing that only those of the 
same denomination are strapped together. The value 
of the total should be marked on the strap as: 
s0—$5—$250, and so on. 

Coupons deposited for collection and to be credited 
to your account must be accompanied by the informa- 
tion relative to the Income Tax and whether the 
depositor claims exemption. This, of course, does not 
apply to Liberty Bond coupons, as they may be de- 
posited as such and are then treated as cash. 


Checks Without Indorsement 


Banks will receive checks without indorsement, but 
if it is to be a weekly or monthly transaction, as in 
the case of a husband who is away from home and 
has his salary sent to the bank in order that his family 
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may have the use of it, it is considered better form 
and safer to have the check made out to the bank 
for the credit of the owner. 

Banks will also receive deposits for another bank, 
either in another city or, if in the same city, for an- 
other branch. This is a great convenience under 
certain conditions. For example, you may have an 
office or business in New York City and reside in 
Stamford. Besides your bank in town you will want 
a bank in Stamford for household and personal ex- 
penses, but you are never there during banking hours. 
So you go to your New York bank and make your de- 
posit there, just as a regular operation, except that 
instead of the deposit slip of the New York bank 
you use that of the Stamford bank. And you make 
out your deposit slip in triplicate. The New York 
bank keeps one copy, the second it forwards to Stam- 
ford with your deposit, and the third it hands back 
to you signed and stamped. In the city itself you 
may have your office downtown and live uptown and 
use different branches of the same bank. And the 
procedure is the same as above, except that it is a 
little more simple for the bank. 

You may notice that the teller receiving your de- 
posit slip places a number against the amount of each 
check deposited. This is to identify the bank on which 
the check is drawn. Some years ago they used to 
designate the banks by name, but the American 
Bankers Association adopted the numerical plan of 
indicating cities and banks. New York City is 1, 
and back in New York State are fifty outside the city. 
The National City Bank of New York is 8. Therefore 
the official number of the bank is 1—8. This may be 
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interesting for you to know, but it is entirely a matter 
for the bank’s working and convenience and _ has 
nothing to do with you as a depositor. 


THE PASS. BOOK 


The pass book is simply a memorandum of the 
amount of money and checks deposited in your ac- 
count. It is, however, not always an accurate record 
of the money due you from the bank, as there is a law 
that gives the bank the right to charge back to the 
account any check that the bank has been unable 
to collect. This failure to collect may have been due 
to an irregularity in the check or in the account. 
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The check may have been improperly signed or 
drawn, or your indorsement may not correspond to 
your name as written on the face of the check. Or 
there may be insufficient funds in the bank on which 
the check was drawn, or you may have been made 
the victim of a simple fraud. In any case, when the 
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check is returned to your bank unpaid, there will be a 
slip attached to it, giving the reason for which pay- 
ment has been refused. 

The right to charge unpaid checks back is based 
upon the fact that by indorsing the check you signified 
that you believed in the validity of the check, and 
by this act notified your bank of your readiness to 
allow your account to make good any shortcoming. 


LETTERS-OF CREDIT 


Among the many advantages of an account in a 
strong bank is the help you can receive in the matter 
of getting money when travelling. 

If you are going abroad you can pay for your pas- 
sage and, if you are taking a fixed tour, your hotel 
accommodations before you start, return trip in- 
cluded. That, however, is only part of what you may 
need. 

If you are going to Paris, as you will sooner or 
later as a good American, you will look in the windows 
of the rue de la Paix, and that somehow has a curious 
effect on one’s pocketbook. It seems to grow thinner 
and lighter. And there are other places that you have 
heard or read about, and you will find them ready to 
receive you with open doors, arms, and hands. 

It is no longer necessary to carry large sums of 
money on one’s person. But money must be made 
available somehow. You can buy Travellers’ Cheques 
from the American Express Company through their 
agent in your own town. They are very convenient, 

being issued in various amounts, and are also safe 
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enough, as they have to be signed when you buy them 
and when you cash them. Their only weak point is 
that they carry no particular influence, as they are 
available to anyone for any amount, so long as the 
money is there to pay for them. Moreover, if you 
spend all of those cheques you have brought over, 
you might have some difficulty in getting your supply 
replenished. 

The best way is to buy either Travellers’ Cheques 
or a Letter of Credit from your own bank, if it issues 
them, or, if it does not, through its correspondent 
bank in one of the big cities. These cheques or letters 
of credit will be drawn for the amount you wish on 
the bank’s correspondent bank in the cities you are 
visiting, and the connection will give you a standing 
not easy to get in any other way. 

The mere fact of your being a customer of a strong 
bank in this country will insure a degree of courtesy 
and helpfulness in hotels and everywhere that you 
may find very useful. Your mail will be sent after 
you from one city to another through correspondent 
banks. If you run short of money, you can get your 
letter of credit replenished through your home bank. 
Your letter of credit furnishes a ready means of iden- 
tification, being provided with your signature. And 
if you should get into any trouble or complications 
through lack of knowledge of the local language or 
customs, you will find the banks very ready to help 
you out, as a customer of their correspondent. 

Finally, if you are travelling with a companion, 
you can take out a letter of credit, which will enable 
you to separate temporarily, if you wish, without 
getting out of reach of your funds, as the letter of 
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credit will be made available to both. To put this 
into action, all you have to do is to notify the bank 
in the city where your ways divide and let them 
know where each of you wishes to go. They will ar- 
range everything for you. 

On reaching home again you turn in your letter of 
credit to your bank, assuming you have not used the 
full amount for which it was issued. This is the same 
as depositing the unspent cash to your own account. 


INDIRECT BANKING 


We are living in the world of to-day. Of yesterday 
nothing is left but our memories and our experience, 
forming a store on which we may draw if we are will- 
ing—and able. To-morrow with all its possibilities 
is unavailable, and anyway, to-morrow is what we 
may be able to make it. In order that we may do our 
best with to-day, and what we can for to-morrow, we 
must profit by the experience of yesterday and make 
the fullest possible use of all the possibilities, facilities, 
and conveniences that to-day offers us. 

Among the things for which there are more facili- 
ties to-day than ever before must be included the 
business of banking. Formerly banking was a strictly 
personal matter, that had to be attended to person- 
ally. To deposit money you had to take it to the bank 
yourself and hand it over the counter, getting your 
receipt or the entry in your pass book. To withdraw 
money your personal presence was also essential, for 
purposes of identification, and also because no satis- 
factory method of delegation had been formulated. 
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To-day all this is changed. The mail, telephone, 
telegraph, and express companies are all available 
for most of the phases of banking business, and it is 
only necessary to see which of them we can use, and 
for what purposes. 

Let us consider the facilities offered by the tele- 
phone. First: You may not inquire over the telephone 
as to the amount of your balance. The reason for this 
is that your balance is an extremely personal and 
confidential matter and that the bank has, therefore, 
no right to divulge it. There are always possibilities 
of mistaking identity of a caller over the telephone, 
and, unless you have arranged a secret code with some 
officer of the bank, information on the above point 
will be refused. 

Another point on which you will receive no in- 
formation from the bank on a telephone call—or 
otherwise, for that matter—is as to whether Mr. So- 
and-So has an account with the bank. This refusal is 
not for the same reason as applied in the first case, 
but simply because the only way to secure informa- 
tion on that point is to present a check drawn by 
Mr. So-and-So to the paying teller at the bank on 
which the check is drawn. If he honours it, you may 
assume that Mr. So-and-So has an account with the 
bank. 

So much for what you may not and cannot do over 
the telephone. The things you may do also have their 
importance. It may, for example, concern you to 
know whether a certain check issued by you has been 
presented for payment, which will help you to keep 
track of your actual balance, although the fact of 
having issued a check at all should have been simul- 
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taneous with a corresponding deduction in your own 
personal record of your account. It is never safe to 
expect delay in the presentation of a check once 1s- 
sued, although such things do happen. 

You may also order a new check book to be mailed 
you, which will enable you to avoid a trip to the bank 
or to town, and there is just one emergency in which 
the telephone should be used immediately, although 
its use is not sufficient unless followed up by the 
further necessary action. If you have lost a check, you 
should immediately telephone the bank to inform 
them of the loss and request them to stop payment. 
It is true that the bank may not legally refuse to 
honour a check on the strength of an unsupported 
telephone request, but you may in this way put the 
bank officials on their guard and enable them to delay 
payment in one way or another until your written or 
telegraphed official order can reach them. There are, 
of course, official forms for this, but there is no need 
to wait to obtain an official form. 

If the check that has been lost or stolen is drawn 
by someone other than yourself, you, of course, can- 
not stop it at all. You should, however, make im- 
mediate use of the telephone or telegraph to notify 
the maker of the check in order that the proper steps 
may be taken without delay by the only qualified 
person. 

The telegraph may be used for two purposes: The 
first is the one we have just considered; namely, the 
stoppage of payment on a check that has been lost 
or stolen or that it is otherwise desired should not be 
honoured, and the advantage of the telegraph in this 
case is that such an order is official and will be acted 
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upon, provided a full description of the check be 
given. 

If you are away from home and need funds in a 
hurry, a telegraphic request to your bank will bring 
you a remittance by the same route—if there is suf- 
ficient in your account for the purpose. Or if your 
balance is getting low, and you obtain funds where 
you are, you can telegraph the money to your bank 
and have it placed to your account within a very few 
hours. 

The uses of the mails are naturally considerably 
wider in range. You may deposit by mail, registering 
your letter for safety’s sake, although a slight delay 
in delivery is caused by registration. If your deposit 
is made up of currency, wholly or in part, registra- 
tion is indispensable. In the first place, it provides 
safety against loss or theft, and in the second place 
you have a receipt for your letter. Checks sent 
through the mail for deposit should be indorsed “For 
deposit only” above your signature. 

The bank will, on request, inform you as to your 
balance by mail, although it will, as already men- 
tioned, refuse to give the same information over the 
telephone. The banks will also forward by mail de- 
posit slips or any other forms or matter you may need. 

You may wish to introduce a friend who intends 
to open an account with the bank, and while an in- 
troduction in person is always the best method, it is 
not the only one. A very good way is to write a letter 
to the president of the bank giving the name of your 
friend and such information—confidential or other- 
wise—as you think the bank should have. Such a 
letter would be better if it enclosed a specimen of your 
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friend’s signature, initialled by you. Then, when your 
friend has presented herself at the bank and recorded 
her signature for filing, the signature you have already 
sent will provide an extra means of identification. 

The above will suffice to show the possibilities of 
modern ways of doing business. To the business 
woman—or man—they are indispensable; for the 
woman whose life is spent largely in the home they 
will save time and effort. For both, the lesson remains 
the same: Make use of every convenience that comes 
to your hand—in other words, live in the world of 
to-day. 

If you are a depositor in a savings bank, you will 
find the mails not only a convenience, but a life saver. 
The important point in building up a savings ac- 
count is regularity. It is that that insures steady 
growth of principal and particularly of interest. If 
you miss making one instalment, you can make it up 
next week or next month—if you are lucky—but the 
bank cannot make up the lost interest. 

You may be sick or injured or for some reason 
unable to get to the bank to make your deposit at the 
regular time. Put it in the mail and get it where it 
belongs. If you keep it in your pocket or around the 
house, it may get away from you through one of the 
many channels that money always manages to find. 

The savings banks—as well as the others—make 
this easy for you, as much for their own sakes as for 
yours. There are regular deposit slips and envelopes 
with the address of the bank. All you have to do is 
to put in your money and your book and let Uncle 
Sam deliver them and bring your book back to you. 

The express companies are also of great assistance 
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in what may be called indirect banking. You may 
obtain Travellers’ Cheques, Letters of Credit, and 
other conveniences through their organization. As 
they have agencies in every village throughout the 
United States, they offer you the advantage of work- 
ing with a single homogeneous system. 
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Vv. BUSINESS ACCOUNTS 


PROFITABLE AND UNPROPITAB LE 
ACCOUNTS 


1 tee factors that determine whether your account 
is to be classed among the profitable or unprofita- 
ble ones for the bank are few, but they are of sufficient 
importance to make the bank consider whether your 
account is worth keeping or not. 

The first is the amount of your average daily 
balance. If that is large enough for the interest on 
it to cover the cost of handling it, the bank can afford 
to give you the free service for which you have 
opened your account. If, on the other hand, you draw 
many small checks and only keep just enough money 
in your account to meet them, you will cause the 
bank a loss. 

The average cost of clearing a check is three cents. 
By this I mean the proportionate amount of pay for 
the time and work of each member of the bank staff, 
through whose hands the check must pass, and each 
of whom has to make an entry or notation concerning 
it: 
The second factor is the nature of your deposits. 
If you deposit nothing but cash, the cost of handling 
is so much less, because there are no collections to 
be made, and there are only two entries necessary— 
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one by the receiving teller, and the second on the 
credit side of your account. 

If the bank is one of those that allow you interest 
on your daily balance, there is that much less surplus 
for the bank to work with, and it is, as has been 
shown, from loaning the surplus that the bank makes 
its income and its profits—if any. 

But the most costly item to the bank is the collec- 
tion of checks drawn on out-of-town banks. The 
system of collection through “correspondent banks”’ 
has done a great deal toward reducing the cost of 
collection, but it is obviously impossible for any ex- 
cept the very largest banks to have correspondents 
in every city. If a check has to be collected from a 
bank in a town where your bank has no correspondent, 
it has to send it to the nearest one, and from that one 
it has to be sent out again. You can see how this adds 
to the cost. In addition to this, some banks have 
associated themselves with correspondents through 
direct or indirect friendships rather than from more 
practical considerations. 

This is one of the things for which the Federal 
Reserve banks are trying to find a remedy. At first 
they imposed a charge of one cent on each check, but 
this was very soon discontinued and a rapidly mount- 
ing proportion of the total amount of out-of-town 
collections is now made through the banks in the 
Federal Reserve System. Now they are working 
on a plan for a quicker routing of checks between 
banks in different cities, and this may prove to be a 
material help in saving both money and time. Under 
present conditions, many checks go floating in and 
out of the same city on account of the affiliations of 
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the different banks concerned, and the rapid exten- 
sion of business is making this evil worse rather than 
better. 

All of which leads back to your account and the 
following suggestions: Give a little thought now and 
then to what you are doing with your bank, and what 
the bank is doing for you. If you want it to continue 
giving you free service and advice, with help when 
necessary, don’t make it impossible for them to do so. 
And, if you have to keep your balance very low, don’t 
be surprised or offended if the bank asks you to pay 
a small monthly service charge. You are getting 
value for it. 


EXECUTOR’S AND 
ADMINISTRATOR’S ACCOUNTS 


If your husband should die, you would probably 
be named in his will as executrix—alone or with an- 
other person—of his estate. Or you may be asked or 
named to serve in a similar capacity in the will of a 
relative or friend. This will make it necessary for you 
to carry a special account in the bank—even if you 
already have one. 

The law varies slightly in different states, but is 
very strict in all in this matter, especially if there 
are children whose interests must be protected; and 
it is better for you, as it avoids the inevitable con- 
fusion and quarrels which might result from your at- 
tempting to do without it and getting accounts and 
funds belonging to the estate mixed up with your own 
affairs. 

There is always a lot of “red tape” attached to 
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such conditions, and you must not be surprised or 
annoyed at finding the bank and other authorities 
particular that everything should be done in the way 
laid down in the regulations. There is a real reason 
for every one of the things they insist on, and they 
all make for your ultimate protection and ease of 
mind. 

For the opening of an account for this purpose the 
bank will demand either a court order or a copy of 
the letters of administration. They—or the law—may 
also require the signature of the person or company 
guaranteeing the distribution of the estate as ordered. 

In signing a check on the account as executrix or 
administratrix, you simply add the office to your 
name, as follows: 


The Estate of J—— B 
B M. B—— Executrix 


Indorsements will be fully covered in another 
chapter. You will find the receiving teller much easier 
to get along with when you know just what to do 
and what is required—and when he knows you know. 
Remember that the bank ways and routine have 
become so much a part of his system that he cannot 
understand many of your difficulties and uncertain- 
ties. 


CORPORATION ACCOUNTS 


With the extension of woman’s interest in business 
of all kinds, corporation accounts are coming more 
and more to be her concern, and there are, therefore, 
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many points in connection with these that are worth 
our attention, especially as most of the rules are not 
drawn up by the bank itself, but laid down for strict 
observance by the Banking Department and en- 
forced by the law. 

A resolution must be passed by the board of direc- 
tors of the corporation, authorizing the opening of an 
account and specifying in what bank the account 
is to be carried. It must further designate and author- 
ize the signature or signatures that must appear on 
all checks. The persons so authorized must, of course, 
fill out the signature cards at the bank. 

If the company’s finances are controlled by its by- 
laws, the bank will require a copy of the by-laws to 
be filed with it. And it is required by law to adhere 
strictly to those by-laws and the terms fixed by them. 
The bank cannot grant any request not absolutely in 
accordance with the by-laws, even when such request 
comes from the persons authorized to handle the 
finances of the corporation. 

The following is the normal form of resolution as 
used by boards in this connection: 


OFFERED by B—— 


RESOLVED that the Treasurer be authorized to open an 
account in the Bank in the name of this company, and that 
said bank be, and hereby is, authorized to honour checks drawn 
against funds so deposited, signed by the Treasurer. 


The checks must usually be countersigned by an- 
other officer of the corporation, and, in that case, the 
ruling and the title of the officer designated and au- 
thorized must also be mentioned in the resolution. 
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PARTNERSHIP ACCOUNTS 


The general rule in partnership accounts is that 
any partner may sign checks, indorse promissory 
notes, and, in all partnership agreements, bind it by 
his act. This is in accordance with the law on partner- 
ships, which is, that the whole firm is liable as a firm 
for the acts of each of its individual members, and 
that each individual member is personally liable for 
the acts of all or any of the other members. 

The above conditions may be modified in certain 
respects by special clauses in the agreement, and there 
is frequently a clause requiring the signatures of at 
least two of the members in financial matters, or 
for the drawing of checks. In such cases the bank must 
be informed—it usually requires a copy of the agree- 
ment or of the special clause bearing on this point— 
and all transactions with the bank must be in strict 
accordance with the agreement. 
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VI. CHECKS 
HOW TO DRAW A CHECK 
“PR pera are a few things that must always be 


remembered in making out a check. They are all 
of importance, and inasmuch as the checking practice 
is one of your main reasons for having an account 
with the bank it is easy to understand that everything 
connected with checks should be carefully handled. 

The first thing to do is to write clearly and plainly, 
so that there may be no excuse for questioning any 
figure or the spelling of any name or other word. 
This will save you a great deal of trouble, making 
things easier for the bank staff, and help to keep the 
banking world going round easily and regularly. 
There are other lines in which plain and legible writ- 
ing is extremely desirable, but in nothing more so 
than in banking. 

Second: When you sit down to make out a check, 
fill out the stub first. That is the only way to make 
sure that it will be filled out at all. It is so easy to 
write and sign a check, tear it out of the book, and 
hand it to the person waiting for it, or to enclose it 
in an envelope and mail it. And then you wonder what 
that check was for, and what the amount was? How 
good is your memory? How far can you trust it? 
How are you going to check up the monthly bank 
statement? Fill out the stub first! 
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Third: Always date your checks. Incidentally, itisa 
good thing to date all documents, business or other- 
wise, as many questions, doubts, and difficulties 
arise out of a doubt as to the exact date of a transac- 
tion, and women have a weakness for heading a note: 
“Thursday” or “Sunday afternoon” which is pretty 
but irritating—as it means nothing. 

Fourth: Number the checks in your book consecu- 
tively. You may begin at any number you please, 
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but if this is your first bank account, No. 1 is as good 
as any other. Doing this will make it easier for you 
to keep your checks in order and to check up when 
your vouchers come back to you at the end of the 
month with the bank statement. 

Fifth: When you write the amount of the check in 
words, begin as close to the left-hand edge as possible, 
putting the cents quite close up to the dollars. Omit 
all dollar signs, and make your figures so plain that it 
is impossible to mistake them. Never underscore on 
a check, but draw a line from the end of the amount 
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you have just written to the dollar sign at the end of 
the line. This makes it much harder to change the 
amount for which the check is made out. 

Sixth: When you opened your account with the 
bank, you signed your name on the card for the bank’s 
record, and you must always sign your name on the 
check in the same way. In fact, in all your transac- 
tions with the bank you must keep to the form and 
style originally adopted. 

Seventh: Do not use a check of one bank for draw- 
ing on another by crossing out the name on the check 


af 


‘2: ‘Tae First NaTIONAL BANK». = 0/74 
| 


5 : NEW Haven.Conn_Cfrk Led _1930_ 
t AND WITHOUT ANY oe 
Pay To MYSELF ONLY ENDORSEMENT HEREOF $ Sta Sas 


: oF, Foo DOLLARS 
TH 


It \ECK FOP USE ONLY AT THE COUNTER OF THE FIRST NATIONAL BANK BY THE DRAWER PERSONALLY 


Lee 


"axlaltie 


COUNTER CHECK 
NOT NEGOTIABLE 


—_——+—- 


COUNTER CHECK TO 


Date 


COUNTER CHECK 


and writing that of your bank above it. There is a 
printed form—obtainable in most hotels and large 
merchandising houses—with a blank line for the name 
of the bank to be written in, as well as for the amount. 
In an emergency—that is, if you find you have left 
your check book at home and need to cash a check 
or to pay a bill—you may use this. If you should do 
so, don’t forget to make a note of the amount and 
the name of the party to whom it was drawn, and 
enter it, as soon as you get home, on the stub of 
your check book. 
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In order to keep things straight, either destroy 
the check for which the extra one is a substitute and 
number in proper sequence, or use the same number 
as the last, with a distinguishing letter. Thus, if the 
last check used in your book was No. 115, mark the 
extra one 115A or 115 Special. If you do not do this, 
you are liable to get confused when your monthly 
statement comes in, and you start to check it up. 

Eighth: The bank is prohibited by banking regula- 
tions from paying an overdraft, that is alargeramount 
than the balance standing to your credit in the books. 
A good deal of trouble is made by women who either 
do not keep their accounts straight and so never know 
exactly how much they have, or who will not under- 

stand why a bank should be so fussy about a few 
dollars. 

The common sense of it is this: When you open an 
account for your own convenience, the bank becomes 
your creditor and owes you as much as you have de- 
posited in your account. You can demand that the 
bank repay this amount at any time—in full, or in 
any amount short of the total—to yourself, or to any 
person you indicate by giving a check. If you put in 
$1,000, you may draw $1,000, but there is no reason 
why the bank should pay out $1,010. If it did, it 
would be loaning you $10. Now, the bank is always 
ready to loan you money—if you ask for it as a loan 
and make the proper arrangements about the loan, 
all of which will be dealt with later. But, when you 
draw a check for $165, and have only $150, you are 
asking the bank to repay you more than they owe 
you, and you have not asked about it, or discussed 
terms, or made any arrangements about repaying it. 
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Ninth: The bank has a right to be sure that the 
check is genuine and not a forgery. Moreover, it has 
a duty—toward you—in this matter. Your signature 
card, filled out when you opened your account, is in 
a file placed so that the teller can compare it without 
loss of time or unnecessary trouble with the signa- 
ture on the check supposedly signed by you. If there 
is any doubt as to the genuineness of the signature, 
the bank refuses payment and gets into touch with 
you. It may happen that you have hurt your hand, 
which will affect your writing, and in such a case 
you had better notify the bank officials, and let them 
tell you what to do until your writing is normal again. 

Tenth: The bank must pay the exact amount 
stated on your check, but it must be plain and un- 
mistakable. Erasures or corrections, if they render 
your real intentions reasonably doubtful to the 
banker after a diligent effort, will entitle the bank to 
refuse payment, so if you make a mistake, tear up 
the check and write a new one. 

Eleventh: The bank must pay the check to the 
person whose name is written on the check, unless 
there is a double indorsement; that is to say, unless 
the person to whom you drew the check has passed it 
on to another, making the check payable to that 
other. This point will be explained under the head of 
“Indorsements.” 

Twelfth: If the amount as written in words differs 
from that in figures, it is the amount in words that is 
regarded as valid by the bank. Should any objection 
be raised by the person to whom the check is payable, 
the bank may refuse payment and refer the matter 
back to you as the maker. 
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Thirteenth: Checks are paid by the bank in the 
order in which they are presented to it. The order 
in which you wrote or issued them has nothing to do 
with the bank. Checks reach the bank for payment 
in various ways and by various means. They come 
in the mail, by messenger, over the counter, or 
through the clearing house, and it is not always easy 
or possible to say which got there first. This is im- 
portant to you only if your account is slim. You 
may have drawn a check for a comparatively large 
amount against a check or checks that have not yet 
been cleared and are, therefore, classed by the bank 
as “uncollected funds” against which they are not 
allowed to pay out. If the big check gets to the bank 
first and is paid, it may easily reduce your balance to 
the point that leaves insufficient for the others—and 
then there is more trouble for a lot of people. If a 
number of checks on the same account come in the 
same mail, they are cashed and the amounts charged 
in the order in which they are opened. 

Fourteenth: It is dangerous to give a blank check 
to anyone. By a blank check I mean a check on which 
only the signature is filled out. You can never tell 
into whose hands the check may come, and if it 
is presented at the bank made out to “ Cash,” ‘the 
bank must pay it, unless the amount specified is 
more than your available credit balance, or the bank 
has already received a proper “Stop payment” order. 

A curious request that I have heard made at the 
paying teller’s window in a bank was that she be 
allowed to make up the shortage, when she had 
presented a check for payment and had it returned 
marked “Insufficient funds.”” What she wanted to do 
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was to deposit in cash the amount by which the 
available balance in the account fell short of the 
amount for which the check was drawn. It could 
only be done by collusion with the paying teller, 
as otherwise she could not find out the amount of 
the shortage, and the bank’s officials are not al- 
lowed to give any information regarding the affairs 
of a depositor. Apart from that method, it could 
only be done by subterfuge, and banks will not allow 
that. 

I am often asked: ‘How large—or how small—a 
check may I draw? May I draw a check for an 
amount under a dollar?’ The only limits to the 
amount of checks you may draw are the amount of 
your available balance at one end of the scale and 
the smallest current coin at the other. As a matter of 
fact, I have known a banker in Troy, New York, 
send a check for one cent to settle a difference in an 
account he owed in another city. 

But—do not draw two checks for a bill you can pay 
with one, and don’t draw checks for small amounts 
that you can settle in cash just as easily. It entails, as 
I have shown, unnecessary work on the bank’s staff, 
which costs the bank money and will, in time, affect 
you. And—once more—write plainly so that there 
may be no mistake on any point. 


HOW TO INDORSE A CHECK 


It seems a simple matter to write one’s name on the 
back of a check, but some quite astonishing things 
can be done with it. One of the stock jokes of bank 
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tellers—you know that every profession and every 
trade has its own collection of funny things—is that 
of the lady who, when she went to the bank to cash a 
check signed by her husband and was asked to in- 
dorse it, did not know what that meant, so the teller 
told her to write her name on the back—and showed 
her which was the back. Then she understood (?) 
and wrote: “Your loving wife, Helen.” It sounds 
ridiculous, doesn’t it? But—it happened. And there 
are others, and—there will be more. 

You have seen a kitten with a ball of wool and a 
puppy with an old shoe. Any old-time bank teller 
will assure you that neither of these can be as funny 
as a woman with a check. Of course, some bank tell- 
ers are old grouches, anyway, and you don’t have to 
believe them. So let us be properly serious again. 

When you present a check at the bank, either to be 
cashed or deposited, you will be asked to indorse it. 
This means that the bank recognizes you as the 
creditor for the amount specified on the check and, 
unless the check is forged, or is otherwise irregular, 
you are the rightful owner of the money. Your in- 
dorsement gives the bank the right to pay you the 
money or, if it is on another bank, to accept it for 
collection and to pay you the money or credit it to 
your account when it has been honoured. 

The way to indorse a check is to turn it over and to 
write your name near the top—which is the end 
farthest from the signature on the face—in the same 
way in which it is written on the check by the person 
signing it. People are sometimes careless in the 
matter of names, and a slight mistake in spelling or 
initials easily occurs. If the mistake is a very bad one, 
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it is better to ask the maker of the check for a new 
one, but that sometimes causes unpleasantness. 
If you are depositing the check for collection, your 
bank’s guarantee will be sufficient for the bank on 
which the check is drawn, and if you are presenting it 
yourself to be cashed, it should not be difficult for 
you to identify yourself as the rightful owner. But the 
indorsement must be the same as the name written 
on the face of the check. 

If your regular bank signature differs from the 
name on the check, indorse the name on the check 
first and put your regular signature underneath it: 


M. H. Brown 
Mary Helen Brown 


A check, being an order to pay, is accepted as 
being the same as money by anyone who knows the 
name of the party signing it and is satisfied as to his 
financial standing. Or if you ask someone to cash a 
check for you, who does not know the maker, but 
does know you, he will accept it and give you the 
money for it, if you have indorsed it—which makes 
you responsible for the amount of the check. This 
party may cash the check himself, or may find it 
more convenient to pass it on to somebody else, but 
to do so he must indorse it. In this way the check 
may accumulate a series of indorsements before it 
finally reaches the bank on which it is drawn. There, 
if the face of the check is regular and there are 
sufficient funds in the account to meet it, the check is 
paid and the transaction closed. If, on the other 
hand, something is wrong, and the bank refuses pay- 
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ment, the holder of the check must find the one from 
whom he got it, whose indorsement makes him re- 
sponsible. That one in turn goes to the one from whom 
he received it—and so on, back along the line until 
the original indorser is reached, who has to fight it 
out with the maker of the check. Perhaps this will 
help you to understand why you so frequently see 
the sign: “No checks cashed,” in restaurants, laun- 
dries, hotels, and other places. 

If a check is made out to you in your own name— 
' Mary Helen Brown—and you go to the bank to cash 
it, your indorsement must read simply “Mary 
Helen Brown.” But if you want to pass it on to some- 
one else, you indorse it over to that person, as fol- 
lows: 


Pay to the Order of 
Maria B. Johnson 


Mary Helen Brown. 


Maria B. Johnson is then the holder and can either 
cash it at the bank or pass it on to someone else, 
using the same form that you used when making it 
over to her. 

You may wish to stop the check from being passed 
around any more, so, when you give it to Maria 
B. Johnson, you indorse it 


Pay to Maria B. Johnson only 
Mary Helen Brown 


and Maria B. Johnson has only two courses open: she 
may go to the bank, identify herself, and draw the 
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money, or she may deposit it in her bank—if she has 
an account—for collection. 

There is also what is known as a “third party in- 
dorsement” which is used for the purpose of deposit 
when the person to whom the check is made out is 
out of town or—through accident or illness—unable 
to write. The form used if you, Mary Helen Brown, 
are unable to go to the bank, and you ask your friend, 
Sadie Smith, to deposit a check for you, is as follows: 


Pay to the First National Bank 
for the account of Mary Helen Brown 


Sadie Smith 


or it may be done simply in this way: 
For Deposit 
Mary Helen Brown 


as the bank, seeing that the check is made out to 
Mary Helen Brown and is to be paid to her account, 
will not be likely to question the signature of the in- 
dorser. 

Either of these forms may be used for depositing 
checks—for salaries, etc.,—for women and men 
whose business takes them out on the road, or who 
are frequently away from home for one reason or 
another. 

Many of our troubles in this day arise out of our 
being always in a hurry—either with or without 
justification—and we cannot, or do not, take the 
time required by what we consider useless formalities. 
For example, when you indorse a check over to a 
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third party, you should always use the form that ap- 
pears on the face of the check, namely: 


Pay to the order of Sadie Smith 
Mary Helen Brown 


and if Sadie Smith wishes to pass it further along, she 
should indorse it: 


Pay to the order of Maria B. Johnson 
Sadie Smith 


Maria B. Johnson, if she wishes to cash it personal- 
ly at the bank it is drawn on, may indorse with 
her name alone. But if she deposits it in her bank 
for collection it should be indorsed: 


Pay to the order of the Second National Bank 
of Haverhill, Mass. 


Maria B. Johnson. 


As I said, most of us are in too much of a hurry to be 
careful in such apparently small details, but they 
make things easier all round and, therefore, are worth 
while. 


Indorsements Guaranteed 


Just one more item among the many you should 
know about checks and the ways of dealing with 
them. 

If someone gives you—in payment for services 
rendered or for value received—a check on a bank 
where you are not known, and where you would, 
consequently, find it somewhat difficult to identify 
yourself, if you wish to deposit the check in your 
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own bank, it makes no difference; but if you are ina 
strange town and want to get the money, it is an- 
other matter. 

You explain the position to the maker of the check, 
who lets you indorse it in the regular way and then 
writes the words “Signature guaranteed” underneath 
your signature and adds his own below that: 


Mary Helen Brown 
Signature guaranteed (or signature o. k.} 


Henry Williams 


When you present this at the paying teller’s window 
in the bank it is drawn on, the teller will ask you to 
sign your name once more, so that he may compare it 
with the signature already written and guaranteed 
by the maker. And then—he will give you the 
money, if the check is otherwise regular. 


CERTIFIED CHECKS 


Certified checks are regarded and accepted as 
equivalent to actual cash in all transactions where 
cash is demanded, such as Wall Street purchases, 
real estate deals, payment of Customs duties, and so 
on. 

If you are required to give a certified check, you 
write a check for the necessary amount, filling in all 
details in the usual way—and not omitting the stub. 
Then you take it to the paying teller in your bank, or, 
if it is a large bank, to the window bearing the sign: 
“CERTIFICATIONS.” The teller will first look up 
your account to make sure that you have enough 
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standing to meet the check. Then he will write or 
stamp the word “Certified” across the face of the 
check, also putting on the stamp of the bank and his 
own initials, together with the date. 

The amount of the check is immediately deducted 
from your balance, and the bank assumes the re- 
sponsibility for that amount, and you, as the maker, 
have no further liability—unless the bank should fail 
before the check is presented for payment, in which 
case you are liable to the holder. 

Remember that, even if you have not parted with 
that certified check by mailing it or giving it to the 
party in whose name it is drawn, your account is less 
by the amount of the check, and you cannot draw 
against it for any amount above your actual credit 
balance. 

When the check comes back to the bank for pay- 
ment, it is not charged to your account, as that was 
done when the check was certified. It is paid by the 
bank out of the ‘Certified accounts” held by them. 
A very important feature of the certified check is the 
fact that when you have deposited one in your ac- 
count, you do not have to wait until it is cleared 
before drawing against it. The bank on which it is 
drawn has certified that the money to pay it is in 
their hands and will not be used for any other pur- 
pose, so that there is no reason for delay. 


CASHIER’S CHECKS 


Cashier’s checks are checks drawn on a bank and 
signed by an officer authorized and empowered to 
handle the bank’s money. Being drawn directly 
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against the bank, they are considered as absolutely 
safe and equal to money; in fact, they are sometimes 
used instead of certified checks. 

One purpose for which cashier’s checks are in 
general use is for the payment of salaries and other 
accounts due inside the bank. The accounts and pay- 
roll being checked by an officer of the bank, and the 
cashier’s checks being issued in payment, the indorse- 
ments of the employees and others constitute an 
absolute record of receipts, which are never ques- 
tioned by the auditors. 

Another use of the cashier’s check is when a 
person who has no bank account wishes to pay a bill 
by check. He can go to a bank, put down the cash, 
and get a cashier’s check for the amount. 

The same course is followed by a person who has 
an account in a savings bank where there is no check- 
ing service. If he, or she, wishes to pay an account by 
check, the cashier will issue one on payment of the 
amount, and the check is accepted without question. 

Another important feature of the cashier’s check, 
in which it resembles the certified check, is that it can 
be deposited in a regular account in a bank and be 
available for immediate use by the depositor. The 
entire resources of the bank on which it is drawn are 
behind it, and there is no need to wait for collection 
or clearing. 


THE MONTHLY STATEMENT 


You have probably realized by now that the bank 
keeps a very accurate and detailed record of all your 
transactions with it. Their bookkeeping is conducted 
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by a system that eliminates—as far as humanly 
possible—all chance of error. 

Your deposits and withdrawals, as well as interest 
placed to your credit, or any fees or expenses charged 
against you, are all entered with date and time. 
Not only is there a wonderful system of checking and 
counterchecking in use, but the work of the human 
clerical force is backed up and made easier by all 
kinds of machines for listing and adding. The next 
time you are anywhere near a “business exhibition” 
or anything of that kind, go in and look around. You 
will find an hour or two there give you an insight 
into an unsuspected world. 

On the first of every month you will receive from 
the bank what is known as the monthly statement, 
or it will be given to you when you ask for it at any 
time after the first. This will contain an exact record 
of your business with the bank during the past 
month. It is, in fact, a transcription of the account 
under your name in the bank ledger. 

The first thing you must do is to find or make time 
to sit down with this bank statement and your check 
book and compare the two, item by item. 

The deposits you have made will be jn one column, 
and you compare this with the deposits recorded in 
your pass book as well as the corresponding entries 
on the stubs of your check book. 

Then you take the cancelled vouchers—that is, 
checks, drafts, or promissory notes—which the bank 
returns to you together with the statement. These 
you arrange first by date, then by the numbers you 
have given them, which of course you have noted on 
your stubs as well as on the checks. (You may have 
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forgotten one or two, and this will probably give 
you a little trouble at first. It is a good thing, how- 
ever, and will teach you not to forget again.) 

Then you add up the deposits and the withdrawals 
—or the debit and credit—columns, and then you will 
make a discovery that—at first—will give you a lot 
of pleasure. You will find that you have more money 
in the bank than you thought you had. I mean, the 
balance to your credit shown on the bank statement 
will probably be larger than that shown by your own 
record. 

Don’t go out and spend the extra money. The bank 
is in all probability quite right, and your record may 
also be right, even if the balance apparently is not. 

The reasons for this difference are, first, that some 
checks you have given out or mailed in payment of 
bills have not yet reached the bank, so that the 
money to pay them is still standing to your account. 
This you should discover by checking the numbers 
shown on your stubs against the withdrawals re- 
ported by the bank and noting which are missing. 
An easy way to do this, as well as a good way to make 
sure your checks are not lost, is to paste or clip each 
check to its own stub. Remember, I have told you— 
and the bank will have told you—that a paid check 
is a full receipt for the amount, and will always be 
accepted as such in any dispute over a bill. 

Secondly: you may find some items on the state- 
ment that you had not thought about. Thus, there 
may be interest allowed you by the bank on your 
average daily balance. On the other hand, your 
average balance may have fallen below the amount 
required by the bank as a minimum, and the bank 
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may have put on a service charge. Some checks de- 
posited by you may have been on out-of-town 
banks, in which case, especially if they were on 
banks in distant cities, there may be a small collec- 
tion fee against you. 

Lastly: some checks deposited by you may have 
been returned on account of “insufficient” or “‘un- 
collected” funds. In such cases there will be protest 
fees to be paid which, as well as the amount of the 
uncollectible checks, will be charged against you. 

When you have gone through the statement and 
checked it against your own records, if it is absolutely 
correct, sign the stub you will find attached to the 
statement, tear it off, and mail it to the bank. Or 
there may be a loose slip to be signed and returned. 

If you can’t make it come right, go to the bank 
with the statement and your own records, and get 
them to straighten it out for you. But go as soon as 
you possibly can, as, if they don’t hear from you 
within a very few days, the bank has a right to as- 
sume that you have found the account correct. 

The following lines seem to belong here. They are 
full of feeling and may arouse painful memories for 
some of my readers. 


“THE BANK IS WRONG” 
By Epcar A. Guest 


When at our dinner hour I say, 

And oft this message must be borne, 
“The bank, my dear, called up to-day; 
You’re thirty dollars overdrawn!” 

She gives her lovely head a shake 
And answers with assurance strong, 
“T’m positive the bank is wrong.” 
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When on the month’s first business day 
I carry home her balance sheet 
Which shows the sum she’s checked away 
And what is left in figures neat, 
“TI know my check book’s right,” she cries; 
“This time I’ve watched it all along!” 
And as that tell-tale chart she eyes 
She fairly shouts, “The bank is wrong.” 


Time was I ran her check book through, 
Time was I wasted many a night, 

As all good husbands ought to do, 
Thinking that maybe she was right; 

But now I chuckle soft and low 
And sit me down to write this song, 

Penned to the quaintest phrase I know: 
“The bank is wrong! The bank is wrong!” 


Into her sweet and lovely mind 
Never the dreadful thought occurs, 
As we the error seek to find, 
The fault may possibly be hers. 
“You’re overdrawn again,” I say, 
But why the argument prolong? 
She shakes her head the same old way 
Insisting that “The bank is wrong.” 
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VII. OBLIGATIONS OF CHECKS 


THE BANK'S OBEIGATIONS TO PAY 
CHEGES 


Py OPENING your account with the bank, after 

the formalities of introduction, references, registra- 
tion, and so on had been concluded, your first active 
transactions were with the receiving teller. You made 
your first deposit, and now you are a woman with a 
bank account and start to draw money—your own 
money. 

For this you come to a different official, the paying 
teller. He is the man who has the pleasant duty of 
giving you back the money you have deposited, as 
long as there is any left, or as long as you keep re- 
plenishing the supply through his colleague, the re- 
ceiving teller. 

The paying teller’s duties consist of cashing all 
checks drawn on his bank, making up payrolls, cash- 
ing certified checks, and settling the clearing-house 
daily balances. It makes no difference to him how the 
check reaches him; it is his duty to decide whether to 
cash the check or not. 

When a check is presented to the paying teller 
over the counter, he has just a few seconds in which to 
make up his mind as to whether the check is regular 
or otherwise. With a check coming through the 
clearing house he has about two hours in which to 

125 


126 AN AMERICAN WOMAN AND HER BANK 


investigate and come to a decision; and checks reach- 
ing him through the mail allow him to take all the 
time he wants for examination. 

To do all the work required of him faithfully and 
accurately in the short hours available for business 
would be almost an impossibility for any one man. 
Therefore in larger establishments either there are 
two or more paying tellers who divide the work up 
between them, or some of the details are delegated 
to other members of the staff. In this latter case, 
however, the paying teller, while not himself handling 
checks coming through the mail, would assume re- 
sponsibility for cashing them by signing the checks 
which are mailed to the correspondent banks in 
settlement. In banks where there are two or more 
paying tellers, it is the senior that assumes this 
responsibility. 

A bank’s obligation to pay checks is absolute, 
providing the check is properly drawn and presented, 
so long as there are sufficient funds in the account to 
meet it. Among women there has been—and prob- 
ably always will be—some misunderstanding as to 
their right to draw a check against the required 
daily balance. The fact is that so long as you have 
any money in your account you are entitled to draw 
against it up to the last cent of the balance, as by 
cutting into or reducing your balance below the 
amount required by the bank, of which you were 
informed when opening your account, you are simply 
rendering yourself liable to the service charge which, 
as previously explained, the bank has been obliged 
to impose in order to cover the cost of giving you 
checking service. 
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The bank must pay either the exact amount speci- 
fied on your check, or nothing. For example, if you 
have $20 and a few cents left in your account, and— 
as is likely to happen—you have lost track of the 
exact figures, you cannot draw a check for $25 
and expect the bank to pay out what they have be- 
longing to you and let the rest go. The law as laid 
down in the codes of all states, and as agreed upon 
and observed among the bankers themselves, is very 
strict upon this point. 

You may date your checks ahead, so long as you 
remember that the bank may not and will not cash 
the check until the date specified. As a matter of fact, 
in the eyes of the law a check dated ahead ceases to 
be a check and becomes a promissory note. If the 
person to whom you have given a check forgets to 
present it, either to be cashed in person or by de- 
positing it to her account, and allows it to become 
what is known as “‘stale,” the bank is likely to ask 
questions and be somewhat fussy about honouring it. 
Some banks even refuse to pay without referring the 
matter to the maker of the check, but practice varies 
very much in this respect. The fact remains that the 
courts have never decided how old a check must be 
before a bank is entitled to refuse payment. 


STOPPING PAYMENT ON CHECKS 


Under certain conditions it is possible to stop 
payment of a check that has been issued in error, 
but so much trouble and annoyance—sometimes even 
worse—may be involved in it that it should only be 
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resorted to in extreme cases. It is much better to do 
all necessary checking up and examination before 
writing the check. 

The only case in which it is excusable and the only 
thing that can possibly be done, is when a check has 
been lost. The first thing to do is to notify the bank of 
the loss, but it is only the maker of the check who 
has the right and the power to ask for payment to be 
stopped. If you are the maker and have lost the 
check, or have been informed that the person to 
whom you gave a check has lost it, you notify the 
bank yourself immediately. If it is a check that you 
have received, and you have lost it before cashing or 
depositing it, you must inform the person from whom 
you received it. 

The regulations governing the stoppage of pay- 
ment are quite simple. 

First: the order must be in writing, and must reach 
the bank before the check is presented. 

Some banks are willing to codperate with their 
depositors by accepting instructions to stop pay- 
ment over the telephone, provided it is immediately 
followed by a written order. In strict accordance 
with the law, the bank would be bound to cash the 
check—even after receiving a telephoned stop order 
—unless the written order arrived before the check 
was presented for payment. 

Second: the information required by the bank on 
a stop order is, the number of the check, the name of 
the party in whose favour the check is drawn, and, of 
course, the amount. Be careful and accurate in all 
these points. 

One reason why the banks dislike stop payment 


BANK MEMORANDUM 


Contents Noted By 


Bookeenes 6592 ces 
Statement Clerk. 


New Haven, Conn., CLE 2G, 


THE FIRST NATIONAL BANK 


sesseeneeensenceremanetesset PLEASE STOP PAYMENT 


Sa CL /5 ae 


32 Be ery which has not been charged against our account 
prior to the last balance as shown by our statement. 


If duplicate of the above is presented, please pay and charge to 
our account. 


It is understood that the Bank will use its best efforts to avoid 
payment of the above item, but shall not be held liable for its paye 
ment through inadvertence or accident. The undersigned agrees to 
to hold the Bank harmless from all loss, cost and damages resulting 


from its compligfce with this Vege, 


This request to bear only signature authorized on checks, 


The duplicate should bear the same date and number as the 
original, and the word “Duplicate” written across the face in red ink. 


FORM 08. Su, 0-8g, 


STOP-PAYMENT ORDER 
129 


130 AN AMERICAN WOMAN AND HER BANK 


orders is that it is quite easy for a stopped check to 
get through, either by delay in notifying the bank 
or in some other way, and, as the bank is liable to the 
maker of the check, there is trouble ahead for it. 
Particularly if the check has been given in payment 
for-goods, the bank has an asset on its hands that is 
somewhat hard to get rid of. 


KITING: CHECKS 


The most harmful thing that can possibly happen 
to your credit with your bank is for you to allow 
yourself to be beguiled into the “kiting” habit. 

The phrase “kiting checks” was applied in banking 
circles, spreading from there until it became an ac. 
cepted term for the practice, to an unwarranted ex- 
change of checks between parties, sometimes with, 
but more often without, value received to support 
the transaction. 

The period over which the practice can be kept 
going depends entirely upon the smartness of the 
individuals or firms concerned in it. 

The way the game is played is as follows: A, who 
has a bank account in New York, is short of money. 
He knows that a friend of his, B, has an account in 
New Jersey, and says to him: 

“You give me your check, and I will give you mine 
for the same amount”—this being one of the principal 
signs of kiting—‘“and by the time my check reaches 
my bank, I will have money there to take it Ups” 

They exchange checks, and each deposits the check 
of the other in his own bank, thereby apparently 
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increasing his balance and being able to draw against 
the extra amount—unless the bank is far-sighted 
enough to refuse to allow the deposit to be drawn 
against until collected. 

Sometimes it is played by a single individual 
with two bank accounts in different cities and works 
one against the other. Another form of the game is 
for a man with an office in the city to keep his ac- 
count in a bank out of town—perhaps where he re- 
sides. If he has a bill to pay or a note to take up, and 
at the last moment finds that he has not sufficient 
funds on hand, he pays with a check on the out-of- 
town bank, trusting to luck to be able to find money 
in time to make up the amount necessary by the 
time the check reaches his bank. This form of the 
game depends upon the length of time it takes for a 
check to get from a bank in one city to the bank in 
another. It is also made possible by the reluctance of a 
business house to refuse a check from a customer, as 
long as they think he is “‘square.” 

Originally, it was comparatively harmless, and 
while it was nothing but a matter of accommodation 
between two friends, willing to help each other out 
of a temporary embarrassment, nobody was hurt, 
and the authorities were not concerned. The simplic- 
ity and ease of the operation, however, led too many 
sharpers to adopt the practice as part of their system. 
Then the banks woke up, and new laws were passed 
to deal with the matter. And now, if an account has 
been paid with a check and there are not sufficient 
funds in the account to cover it, the result is likely 
to be an invitation to call on the District Attorney 
and explain. Up to a few years ago, the maker of the 
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check was allowed a week or ten days in which to 
make good, but, again, the sharpers took this as 
something they could count upon, and once more the 
banks made their protest. Now there is no period of 
grace allowed, and the law can be invoked im- 
mediately. 

It is a good thing for women to let alone, as credit 
is too useful and important to play tricks with. 


FORGED AND RAISED CHECKS 


Money and things that represent or look like 
money are always temptations to certain kinds of 
people. Checks represent money and, under certain 
conditions, actually are money and, therefore, are 
always in danger from itching fingers. There are 
ways of guarding your money, and there are also 
ways of protecting your checks. 

Some of the greatest dangers to which checks are 
exposed arise out of the negligence, sometimes the 
ignorance, of the owner. Here is a case in which both 
negligence and ignorance were contributory factors: 

A certain lady had just]opened an account at a 
bank, complying with all the formalities, making her 
deposit and receiving her check book. Two days later 
she came into the bank again and asked for a new 
check book. 

“Why, madam, you only took your check book 
yesterday,” said the vice president, to whom she had 
applied. 

“Yes, I know,” said the lady, “‘ but I lost it. How- 
ever, it’s all right.” 
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“flow do you mean, it’s all right?” asked the vice 
president. 

“Why,” said the lady, “it will be no use to any- 
body that finds it. I signed all the checks directly I 
got home.” 

There are ways in which even this danger could 
have the sting removed, although it must be admitted 
that there are in the banking fraternity a certain 
number that would not know how to meet it. 

The law cannot require the maker of a check to 
render it bullet-proof, because it simply cannot be 
done. It does, however, require you to use the utmost 
care and does something to enforce that requirement 
by ruling that negligence on your part may relieve 
the bank of responsibility should it allow a forged 
check to pass. This is one of the reasons for the 
scrupulous care shown by a bank in cashing a check 
across the counter when presented by an unknown 
person. 

Forgery is not the only danger to which your 
check may be liable. More “‘raised”’ checks are passed 
every day than plain forgeries, partly because your 
signature is on file with the bank, and partly because 
it is easier for an artistic hand to change figures and 
letters than to imitate a signature. “Raising” a 
check is the technical term for changing the amount 
and figures on a check so as to increase the sum for 
which it is drawn. 

Modern science and invention have found several 
ways of detecting forged signatures and “raised” 
amounts, but most of the processes involved require 
a considerable amount of time and skill. There are 
also certain mechanical devices that have done 
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much toward lessening the dangers by stamping out 
the figures on the checks in perforations, thus de- 
stroying the paper and making it almost impossible 
to change a figure. There are also various kinds of 
what is called “safety paper” on which it is prac- 
tically impossible to make erasures or scratchings 
without detection. 

Most banks to-day use paper of these kinds for 
their check books, and daily advances are being 
made in order to keep up as closely as possible with 
the advance in skill of the professional criminal. 

The bank is responsible if it pays a raised check, 
but it is up to the depositor to prove that it has been 
raised. 

Some consolation may be found in the fact that it is 
the richer woman who is more likely to suffer from 
the above-named tricks than her sisters with small 
accounts. The combination of the skill and time re- 
quired, and the dangers incurred, lead the profes- 
sional forger to hesitate unless he is fairly sure of an 
adequate prize. 
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VIII. MORE ABOUT CHECKS 


A ae machinery of banking is so finely organized 
and subdivided to-day that a banker has ceased 
to be a banker and nothing more. He must know busi- 
ness in many of its aspects and from many points of 
view, and must be of value as a counsellor in any con- 
ference on or discussion of business matters. If a new 
business is to be financed, it is the banker that has to 
suggest ways and means of providing the funds, and 
in justice to himself, his bank, and his depositors, 
whose money is likely to be interested, he must either 
know the conditions of that business himself, or 
must be able to get the information without relying 
on the information given him by the people asking for 
the money. Of course, they may be entirely honest 
and trustworthy, but when a man is responsible for 
other people’s money, it is expected of him to be able 
to justify his statements. It is that broadness of 
knowledge and the breadth of understanding and 
judgment arising out of it that make him capable of 
advising you in any business problem that you may 
be confronted with. He can give you slants and angles 
even on your own special business that you could get 
in no other way, but it is only as a customer of the 
bank that you would feel justified and entitled to 
ask him for advice and help. On the other hand, 
there is no reason why you should hesitate to appeal 
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to him whenever there may be occasion for you to 
do so. It is to the interest of the bank to help you to 
conserve and increase your funds, and that means 
that the head of the bank is under obligation to you, 
to the stockholders and the other depositors, to give 
you the best advice he can. 

Checks are in such universal use to-day that I 
sometimes wonder if the day will not come when 
money as money will be obsolete; when it will seem 
as strange and as antiquated to pay for anything 
we buy in the city with money as it does to us 
when we hear of a farmer exchanging his produce for 
things needed in his household. It may seem not 
only impractical but impossible, and yet—I am 
wondering. 

Bank notes are nothing more than checks. In their 
case it is the bank that promises to pay, but when you 
give someone a check for services rendered or for 
goods delivered you agree to pay. Are we drifting 
toward the time when the mints will be closed; when 
the government printing houses will manufacture 
paper money, and gold will be held in the vaults in 
the form of bullion? 

One thing that is very often neglected is the de- 
positing of checks for collection; that is, of checks 
you have received for one purpose or another. 
There are, it is true, many people to whom the 
receipt of a check is a rare occurrence, and who, when 
it does happen, immediately go around to the bank 
the check is drawn on and collect in person. But the 
woman in the home, unless she has to go to the bank 
or pass close by on some other errand, will leave a 
check in her pocketbook or a dresser drawer some- 
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times for weeks, which is wrong from every point of 
view. 

Banks never hold checks over. In their eyes checks 
are like eggs—best while they are fresh. Every day 
checks are sent out for collection, and the same 
course is followed by every business house. Daily 
collection and daily deposit are the invariable rules. 
Anything else is bad business. Too many things are 
possible. The house or party making the check may 
fail; or, finding the check long overdue, may think it 
has been lost and put in a stop order. You yourself 
may lose it or destroy it in some way or other. The 
only thing to do with a check is to cash it yourself— 
if convenient—or deposit it with your bank and let 
them do the rest. The amount of a check may make 
the difference between the minimum daily balance 
that the bank requires you to maintain, and holding 
it out may make you liable to a service charge for the 
month. 

One more reason—and a very weighty one—for 
not holding checks is that a check is no good when 
the maker, that is, the signer, is dead. The bank is 
not allowed to honour the check of a dead depositor. 
So that, if you have had one too long in your pos- 
session and found it refused at the bank for the 
above reason, your only remedy is to file a claim 
against the estate—and wait. 

It will, perhaps, help you to realize the part that 
bank checks play in our daily life if I tell you that 
some banks in New York City have from 25,000 to 
50,000 checks pass through their hands every day 
in the week. There are 30,000 banks in the United 
States and, if you allow only 100 checks a day to 
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each—an impossibly small number—it would mean 
3,000,000 checks daily throughout the country! 
And the business is handled with scarcely an error. 


COLLECTION OF CHECKS 


I wonder sometimes if any woman ever gives 
enough thought to the banking business to in- 
vestigate what happens to the checks that she de- 
posits in her account, and how the money for them 
gets to the bank for her. 

There are several different classes of checks, 
which have to be handled in different ways, each 
according to its kind and place of origin. 

First, there are the checks on your own bank, which 
have been deposited with the receiving teller and 
distributed by the paying teller among the accounts 
on which they are drawn. 

Second come the cashier’s checks, described in 
another section of this book. These, of course, are 
drawn on the bank itself and are charged against 
the bank under their proper heads. 

Both these classes are collected and disposed of 
by a simple process of bookkeeping inside the bank 
and do no further travelling. 

Third, there are the checks on banks in the same 
town, which belong to the “clearing house” and are 
handled by a system which will be described pres- 
ently. 

Fourth, checks on other banks in the same town, 
which are not members of the clearing house and 
therefore are collected by a messenger, sometimes 
called a runner. 
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Fifth, checks on out-of-town banks, which must 
be collected either by mail or through a correspondent 
bank—as mentioned in Chapter II. The advantage of 
the correspondent bank system is twofold. In the 
first place, it increases the speed of doing business, at 
the same time keeping down the cost. Secondly, 
through the constant exchange of correspondence, 
accompanied by local and general information, busi- 
ness relations are fostered with advantages to both 
sides. The real benefits, however, accrue to the de- 
positor, as is only fitting. The rates of exchange are 
matters of agreement between the two banks and 
are subject to only slight fluctuations, so that the 
depositor can always be told just what the collection 
of a check, note, etc., on a bank in a distant city is 
going to cost him. 

Some banks make no charge for the collection of 
out-of-town checks, those that do being usually 
such as do not belong to the local clearing house, and 
certain cities have been selected by the banks as 
“par” points, which means that checks on banks in 
those cities are credited at par. Where this is done 
the collecting banks assume the costs of the transac- 
tion. 

To most people the name “clearing house” rep- 
resents a big building something like the New York 
Stock Exchange, whereas in reality it might be any- 
thing. The actual work of the clearing house, im- 
portant as it 1s, takes up very little space and re- 
quires the services of only a small staff for a com- 
paratively short time. And yet the sums passing 
through daily run very high into the millions. 

This work may at first sight appear to have little 
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meaning and no interest for women, but it is some- 
thing that every business woman should have at least 
an elementary knowledge of, as it has a direct bearing 
on business transactions. The really significant fact 
about it is that the work it accomplishes greatly 
shortens the time that you have to wait between 
handing a check to the receiving teller to be de- 
posited to your account and being informed that the 
check has been cleared, and that you may draw 
against it. 

The actual process of clearing is prepared for at the 
bank itself. The checks that come into the bank are 
divided up, those on the bank going to the paying 
teller and from him to the bookkeeper. Checks on the 
other banks in the same town are passed along to 
the clearing-house department, where they are 
quickly separated and arranged under the names of 
the banks they are drawn on. Then the amounts of 
each pile are added up, the total of each being the 
amount due from that particular bank. Then the 
clerks assigned to the clearing-house work take up all 
the checks and hurry along to the clearing house, 
where each bank has its own desk. We will suppose 
your bank is the Third National, and that you have 
deposited two checks drawn on the First National. 

On arriving at the clearing house the clerk from 
your bank takes his bundles of checks, strapped to- 
gether with a list attached and the total amount 
owing by each bank to the Third National shown on 
the outside, to the desks of the banks on which they 
are drawn. 

When your clerk gets back to his own desk he 
finds bundles of checks from the other banks, all 
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made up in the same way, and each showing the 
total amount owing by the Third National. These 
various totals are quickly compared, and it is found 
that the Third National—your bank—has turned in 
twenty-eight checks totalling $14,563.82 on the First 
National, and that the First has presented thirty-one 
checks, with a total of $11,629.17, to the Third, 
showing that the First National owes the Third 
$2,934.65. The two clerks agree on the totals and the 
difference, and the clerk from the First National 
gives the clerk from the Third a check for the 
amount drawn on the clearing house, where each 
member bank maintains a balance for the purpose. 
Certain officials of the clearing house note and O. K. 
the various transactions; the session is over, and the 
clerks hurry back to their own banks with their 
checks. 

The next stage in the Third National is the ex- 
amination of the checks received from the various 
banks. Those that are regular and for which sufficient 
funds are on hand are charged against their respective 
accounts and put aside to be returned to the makers 
with their monthly statements. Those for which 
there is not enough cash in the account, or that show 
some other irregularity, are immediately returned to 
the bank that presented them, each with a slip at- 
tached showing the reason for non-payment. The 
amounts due on these checks are paid over the 
counter by the bank to whom they are returned, and 
the whole series of operations is complete. 

The sessions of the clearing house are held every 
morning and take up only a very short time. As has 
been shown, the actual heavy work or preparation is 
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done at the banks, so that nothing remains to be 
done at the clearing house but the delivery of the 
checks, et cetera, to the respective banks, followed 
by the comparison of the amounts and establishing 
the difference, after which the check for the balance 
is drawn and handed over. 
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RETURN SLIP 


There is no compulsion on the banks to join the 
clearing house. On the other hand, there are some 
fixed requirements. The first is that a bank wishing 
to become a member must show a capital of at least 
$1,000,000. The second is the payment of an admis- 
sion fee of $5,000. Trust companies are admitted on 
the same conditions as banks. 

One of the functions performed by the clearing 
house is the fixing of the rate of interest to be paid 
by the savings departments of their member banks. 
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This has nothing to do with the savings banks, in 
which, as has been shown, the rate of interest depends 
upon the profits earned by the bank. Incidentally, 
this function of the clearing house explains why you 
may see two banks in the same city, each having a 
Savings department, in which one pays interest 
at the rate of 3 per cent. and the other 43 per cent. 
The explanation is that one bank belongs to the 
clearing house and the other does not. It is probable 
that the member bank is the one offering the lower 
rate, as the clearing house is always on the side of 
conservatism and stability, which to most sensible 
people is a very important thing in a bank. 


OVERDRAFTS 


One of the hardest and most unpleasant of all com- 
plications with your bank account is the overdraft. 
Every bank has it to contend with, weekly and daily; 
some from one cause, some from others. 

Many an overdraft has been made in all good faith 
through a simple misunderstanding, while others have 
arisen out of attempts to achieve the impossible. 

It frequently happens that a woman in business 
may draw a check against confidently expected 
business which, somehow, never materializes in 
time—if at all. Women should always remember the 
exact terms of their contract with the bank, one of 
the clauses in which was that it would honour checks 
up to the amount of money actually in the account, 
but not including uncleared checks on deposit, other- 
wise known as “uncollected funds.” And many a 
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check has been returned dishonoured and marked 
with that unpleasant looking “uncollected funds.” 

This is one of the mistakes that care should be 
taken to avoid because of the bad impression it 
makes both in the bank and on the person to whom 
the check was given. The fact that sufficient funds 
had been deposited, although they are not available, 
removes all suspicion of attempted crookedness, but 
the fact that the check was drawn before sufficient 
time had been allowed for collection is a sign of care- 
lessness, which is the unpardonable sin in business 
relations. You must remember that a certain amount 
of expense has been incurred, however small, and 
that a certain amount of time has been wasted. The 
person to whom you gave that check may also have 
been counting upon that money to enable him to 
meet obligations of his own, and that there may be a 
whole chain of unpleasant incidents arising out of 
your failure to make sure of the exact amount at your 
disposal. 

An overdraft really amounts to a loan from the 
bank without security, and bank examiners look 
upon such items with much disfavour. Now the 
visits of bank examiners are, like many other bless- 
ings in disguise, liable to occur at unexpected, and 
therefore awkward, moments. And if your careless- 
ness has helped to intensify a scolding from the bank 
examiner, the bank officials are likely to remember it 
against you. 

When a bank has refused payment on a check be- 
cause of insufficient or uncollected funds, the obliga- 
tions of the bank are at an end—for the time being. 
If the check is presented again, and money has been 
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deposited to the account in the meantime so that 
there is enough in the account, then the bank must 
pay it. It will not, however, save enough out of future 
deposits to meet that check, as it has no duties con- 
cerning it. 

You may, if you have deposited in your account 
a check on another bank that is refused for either of 
the two above-mentioned reasons, leave the check 
at your bank and ask them to present it again. They 
will do so—once, but no more. And if the check is 
dishonoured a second time for insufficient or uncol- 
lected funds, your bank is through with it, and you 
must take some other course in order to collect your 
money. 

There is danger for the bank in cashing overdrafts. 
Not only is the amount lost to them for the time, 
which means that they are that much short in their 
earning power, but they cannot collect the amount 
due them until after the money has been formally 
demanded and refused. Then they may take the 
necessary steps to enforce payment, and interest is 
added to the amount from that date. 

In New York State, drawing a check against in- 
sufficient funds is a misdemeanour and punishable 
as such, and it is up to the maker of the check to 
prove that it was not intentional. This should be the 
same in every state, and, as a matter of fact, the law 
has been made sharper in this respect in most parts 
of the country during the past few years. 

Finally, you may on rare occasions be forgiven for 
drawing against uncollected funds, but on insufficient 


funds—never. 
It is quite natural that on a matter of such impor- 
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tance and of such general interest there should be 
many stories floating around. Some are good. Here is 
one that is known to everybody in the banking busi- 
ness and to several people outside it. 

A young lady, being notified by her bank that she 
was overdrawn, became indignant. 

“Tt’s quite impossible,” she said. “I have still 
several checks left.” 

That happened long ago. It also happened the day 
before yesterday, and will probably occur again the 
day after to-morrow. 

There is another one, not quite so well known, 
possibly because the point of it is not quite so obvi- 
ous. 

A certain lady whose husband was a very big man 
in his community, and outside it, received a very, 
very polite letter from the bank informing her that 
through an oversight she had overdrawn her account 
and that the bank would greatly appreciate a remit- 
tance to cover. It is a little difficult to say how much 
of that bank’s politeness was due to the lady’s social 
position and how much to the bank’s own policy. It 
does not matter, anyway. The lady replied with equal 
courtesy to the effect that she expected her husband 
home in a day or two and would request him to make 
the account good. When this was done, she added, she 
would immediately send them her check for the 
amount of the overdraft. 


PROTEST 


The meaning, scope, and effect of the “protest” 
are matters that have more significance and impor- 
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tance for the business woman than for the private 
individual. Both, however, inasmuch as they have 
bank accounts, should have some understanding 
about them. 

The business woman will have more need of knowl- 
edge concerning the protest—although it is to be 
hoped that she will never allow herself to become un. 
duly familiar with it—for the simple and obvious 
reason that she is more likely to have occasional expe- 
rience with it. Notes and drafts are part of the daily 
routine of business, as well as checks, and each and 
all of these are liable to protest if not properly taken 
care of when due. 

It should be stated that a protest and the charge 
for it—the amount of which is indicated on the 
slip attached to a protested instrument when it is 
returned to the maker—are penalties for carelessness. 
The only way in which a penalty may be avoided is 
to refrain from anything by which the penalty may 
be incurred. In other words, if you have given a check 
or a note, or accepted a draft, make sure that you 
have the funds in hand or at the bank to meet them. 

In the first place, the protest itself is a protest 
against the nonpayment of a demand jn proper 
form for money due on the evidence of a written docu- 
ment held by the person or bank making the demand. 

It has been mentioned elsewhere in this book that 
the indorser of a check guarantees that he—or she— 
will pay the check if the maker fails to make good, 
and that all the indorsers are liable in turn, This 
fact compels the bank to make a formal protest when 
payment is refused on a check, as otherwise it cannot 
hold the indorsers to their guarantee. 
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In actual working it is comparatively simple. 
A check, properly made out and signed, is presented 
at the teller’s window of the bank, or comes in 
through the clearing house (see Collection on page 
143) and payment is refused. The usual reason is in- 
sufficient funds to cover the amount, but any irregu- 
larity or a stop-payment order is sufficient. The point 
is that the check is “dishonoured”’ and the present- 
ing bank protests formally; that is, the notary of the 
bank holding the check enters in a book known as the 
notary book an exact description of the check—bank 
on which drawn, date, amount, name of maker, 
party to whom originally drawn, and all indorsers— 
and the fee or penalty for the protest and, finally, 
the reason given for refusal of payment. This is 
called “notation of protest.” 

The next step taken by the holder is to notify all 
the indorsers, that is, all whose addresses are known, 
to whom he also encloses notices of protest for those 
whose addresses are unknown. 

There are certain regulations in this, as in other 
matters. If the party making or issuing the protest 
and the party against whom it is made live in the 
same town, notice must be served not later than the 
next business day. If the party against whom it is 
issued lives out of the town, it must be mailed during 
the next business day—a matter which is verified 
by the postmark. If this is duly and properly done, all 
the indorsers are bound to pay the check, plus the 
penalty. 

Many hotels and some business firms, when they 
accept checks from parties they are not absolutely 
sure of, write on the edge of the check “no protest.” 
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The idea of this is that they are the first indorsers and, 
as such, bound to pay anyway, if the check is dishon- 
oured, and they do not want to have to pay the pro- 
test fee as well as losing the principal. 

It is the opinion of some people that the protest 
fee is an easy method of making some extra dividends 
for the stockholders of the bank. Be that as it may, the 
bank should be regarded as fairly entitled to com- 
pensation for the extra work entailed by the neces- 
sity of returning the check, locating the indorsers, etc. 
And there is, as has been pointed out, an easy way of 
avoiding the fee, which is: pay your checks when due 
—and there will be no protest. 

In the foregoing I have been speaking of the proc- 
ess of protesting checks. With notes and drafts it is 
identical in all respects. 

According to a recent decision of the [Illinois 
Bankers Association the words “‘no protest” on a 
check or draft must be written and properly signed. 
Otherwise a bank may disregard them and take 
the usual steps to protest dishonoured checks or 
drafts and collect the usual fees. 

Some firms had made a practice of using a rubber 
stamp for the purpose, and this could be used by un- 
authorized persons with consequent loss to parties in- 
terested. 


IX 
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THE POWER OF CREDIT 


IX. CREDIT 


WHEN philosophers, sociologists, and other 

nonproducers find themselves at a loss for a 
subject for a discussion, an essay, or even a novel, 
they are likely to pick up one that is old and worn, 
to be sure, but that has never been allowed to grow 
rusty, dusty, or mouldy for lack of use. No matter 
where you are, the question: “Is the world—or man- 
kind—growing worse or better?” is a sure draw. Both 
sides to the argument can count on having a good 
time—neither side will be converted—and it won’t 
matter much, anyway. 

Let us leave the theorists to their innocent amuse 
ment and consider one aspect of the question from 
a practical standpoint. Let us take the matter of busi- 
ness morality and examine it by the light of estab- 
lished facts. There can be no denying that this is a 
business age, and the question: “Is mankind grow- 
ing better or worse?” means: “Is it growing more or 
less reliable and honest?” or “Are people more or 
less inclined to regard their promises to do certain 
things—such as paying debts or bills—as binding?” 

For the answer you have only to go through the 
city—any city—and see how business is conducted, 
and you will find the answer to our question in the 
enormous extension of the credit system. This is not 
theory. A manufacturer, a dealer, an importer, does 
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not extend credit out of the pure goodness of his 
heart, but because he finds it pays. On his choice of 
the method of running his business depends his profit, 
his very existence. The law of averages shows that 
an enormous majority of people do pay their debts 
and keep their financial engagements, and that con- 
sequently the credit system is a good thing. Which 
means that in that respect the world has grown ap- 
preciably better. 

It is the growth and stability of the credit system 
that thas produced the prosperity that our country 
enjoys to-day, and that has raised our American 
standard of living to its present high level. It is the 
same credit system that created “‘Big Business” and 
that makes trade more profitable for small business. 

If you, a woman, have a small shop or business of 
your own, credit will make things easier for you, and 
if your life is concerned with your home and family, 
credit will enable you to get what you want when you 
want it, and to have the use and enjoyment of it 
while you pay for it. Which from many points of view 
is better than having to save until you have the full 
amount to pay for it and have lost the first glow of 
pleasure in possession. 

To come right down to cases, you must first estab- 
lish your credit by proving yourself deserving of it, 
and then you must guard it jealously, as once lost 
it is not so easy to regain. 

Now let us see how it works. Suppose you own a gift 
shop and, to complete your stock, you go to an im- 
porter. You pick out an assortment of novelties that 
you feel you will be able to sell at a good profit, but 
you cannot afford to pay cash for them, and selling 
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at retail is a longer process than buying at wholesale. 
The importer knows you; you have done business 
together already, and he knows that you are honest 
and have a record for meeting your obligations. In 
all probability, if he is a good business man, he knows 
something of your trade and knows that you have 
made a good selection and should have no difficulty 
in disposing of the goods. So he tells you that he will 
give you credit for the amount of the purchase. That 
means, as you know, that he will open an account in 
his books in your name for the full amount and allow 
you—according to arrangement—ten, thirty, sixty, or 
ninety days in which to pay. It is rare for this form of 
credit, on what is known as an open account, to be 
extended for more than ninety days. The account 
is classified by the importer’s bookkeeper under 
“Accounts Receivable,’ and by yours, if you have 
one, under “Accounts Payable.” In other words, it is 
for you a liability, for the importer an asset. 

It is possible that the importer may not want to 
carry this as an open account. He may need ready 
money for some purpose such as the purchase of a 
line of goods at advantageous terms. So he says: 

“T am perfectly willing to trust you and to allow 
you time to pay, but I want something that I can 
use myself in the meanwhile.” 

This is only reasonable, and so you give him a 
promissory note, which is an absolute promise to pay. 

When this is due, there can be no dispute or argu- 
ment, it being, as has been stated, an absolute promise 
to pay. The quality or quantity of the goods is no 
longer open to discussion, so that you must be satis- 
fied on all points before giving such a note. If you 
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fail to pay when the note is due, the importer may 
sue for the amount, and the only point that will come 
up for consideration is whether the note is correctly 
‘made out. All other matters were settled when you 
gave the note, and in the eyes of the law the relations 
between you and the importer are no longer that of 
buyer and seller, but that of debtor and creditor on 
the note, and on nothing else. 


PROMISSORY NOTE 


For the importer this is a much more advantageous 
form of credit than an open account. With the latter 
he has nothing to do but wait until you are ready to 
pay, and in the meanwhile he is carrying you, that 
is, you are doing business on his money; but when you 
have given a promissory note, he has something that 
he can use to raise money on. 

When I said that the importer might need the 
money, you may not have fully grasped what I meant. 
The position outlined above calls for another exten- 
sion of credit. If the importer—now the holder 
of your note—is in good standing with his bank, he 
can take your note there and have it discounted; that 
is, the bank takes the note from him at its face 
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value and charges him the interest that the money 
would earn if it were in a deposit account, only, as 
they deduct the interest at once instead of waiting 
until the end of the term, it is known as discounting 
instead of interest. 

The importer’s account is thus credited with the 
amount of the note, minus the discount, and the bank 
presents it for payment when due, either at your 
bank, if you have an account, or to you personally at 
your shop. Here you should note that this is one of 
the cases where a bank account helps one’s credit. 
If you are in funds and able to pay your note—to 
take it up is the technical phrase—the transaction is 
closed, and everybody is satisfied. If you can’t take 
it up, the importer has to make good at his bank and 
then must see how he can get his money from you. 
Anyway, he is no worse off than if it had been an open 
account, and the use of the bank’s money, lent him 
on the security of your note, has probably been of 
considerable value to him. 

One thing to be remembered is that there is no 
date fixed in an open account as there is on a promis- 
sory note, and it is literally open to any arrangement 
you may be able to make. You may, for example, be 
able to pay part of the debt in thirty days, and again 
another part thirty days later. By this time you may 
need more goods, and you will probably find the im- 
porter willing to let you have another lot up to the 
amount of the original debt. He may even be willing 
to carry you steadily, so long as you show good faith 
and keep making reasonable payments on account. 

The open account is a good working arrangement 
when both parties are fair-minded and mean to do 
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business on an equitable basis. If you are out to “do” 
your creditor, you can make all kinds of trouble— 
even if it is only for the sake of gaining additional 
time. If you refuse to pay, he will first start to write 
you dunning letters and call or send to ask you for 
payment, or at least something on account. Finally 
he will lose patience and sue you for the amount of 
your debt. Then you can make more trouble for him 
by making him prove the amount of the bill, delivery, 
and price. You claim that the goods were not as repre- 
sented, that they were short in quantity, that the 
prices charged were shown later to be above the regu- 
lar prices for similar articles, and that the goods 
were damaged in delivery, during which they were 
caught in a rainstorm and, being improperly packed, 
were rendered unsalable. After a lot of time and tem- 
per have been wasted in this way, judgment is given 
against you, and then the end is a little nearer. For 
a time you may be able to block attempts at collection 
of the judgment, but at last you will probably give 
up and make the best terms you can to settle the 
matter. The net result will be a black mark against 
your name among the people you have to deal with 
and a decided loss of standing with your bank. And 
the next time you start out as a buyer, you will find 
out what it all means. 


Acceptances 


Another form of granting credit is by what is known 
as the trade acceptance, which has come more and 
more into use during the past few years. Our friend 
the importer delivers the goods you have selected at 
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your shop, attaching to the invoice a draft on you for 
the full amount and specifying the date agreed upon 
between you for payment. You examine the goods 
and check the invoice and then write the word “Ac- 
cepted”’ across the face of the draft, signing your 
name underneath it. 

If the goods are sent you by freight, you are notified 
that the bill of lading—which is the railroad’s or 
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steamship line’s document for the goods—will be de- 
livered to you through a certain bank with draft at- 
tached. 

In due course a messenger from the bank brings 
you the bill of lading and the draft. You accept the 
draft—as described above—and the messenger takes 
it back to the bank, leaving you the bill of lading 
which enables you to secure delivery of the goods, 
usually upon payment of the freight charges, unless 
these have been paid by the seller. The bank returns 
the draft, which you have accepted, to the importer, 
who can discount it at his bank, as he did with your 
promissory note. In this case, not having had the 
chance of examining the goods or checking the invoice 
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before accepting the draft, you are entitled to do so 
and to make any claim you wish to, providing you 
act at once. If you allow more than a reasonable time 
to elapse before making any claim, you will forfeit 
your rights in this matter, or at least experience 
considerable difficulty in securing an adjustment. 
The particular points to remember in connection 
with the above are: first, that you must have sufficient 


funds on hand, either in cash or certified checks, or 
in your bank, on the day that your promissory note 
or acceptance is due to take them up. 

Second, that by signing the promissory note or 
accepting the draft you paid for the goods, and that 
no question concerning them can be brought up as 
an excuse for not paying. Either the note or the draft 
is sufficient evidence of the debt—for value received 
—and nothing else counts. 


EXTENDING CREDIF 


It is my conviction that the reason women make 
so little use of credit is to be found in the fact that 
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they do not understand how it works or how to ob- 
tain it. 

Credit is the estimated probability of the man 
or woman who asks for it being able to meet his or 
her obligations at the time promised. 

The person of whom credit is asked must be rea- 
sonably sure of that point, be it a bank or other insti- 
tution, a tradesman, business house, or an individual. 

The three big fundamentals in credit are the moral 
risk, the business risk, and the property risk. As 
someone wisely put it many years ago, there are 
three big C’s in credit: Character—Capacity—Capi- 
tal. And credit is based upon and granted upon what 
is known of all three. 

Before you can obtain credit from your bank, the 
banker, that is, the head of the department handling 
loans, must know all about you, either through per- 
sonal contact or from a third party who has known 
you well for some time, and who is well enough known 
to the banker for the latter to be sure of the value of 
his opinion, 

He must know your standing in your community. 
If you are one of those of whom people say: “‘His— 
or her—word is as good as his bond,” the banker 
must know whether you are making a success in the 
field in which your activity is exercised. It makes 
very little, if any, difference whether you are the 
head of a family and as such have charge of the 
family management and finance, or the head of a 
business. The faculties called upon may differ, but 
the principles, if any, are the same, and it is in those 
principles and their qualities that the basis of credit 
is looked for. 
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Failure in either case may be caused by bad luck, 
or by lack of principle, and, although it may sound 
hard, a banker when loaning other people’s money 
may be not only justified but even compelled to re- 
gard bad luck as a bad habit and a poor guarantee 
for a loan. Bad luck is very frequently another name 
for bad judgment, and bankers are rightly afraid of 
tt: 

You must remember that you are greatly differ- 
ent as a depositor and as a would-be borrower. 
In the one case you have made the bank your 
debtor, which means that the bank’s credit is good 
with you—at least, that is what it should mean. 
In the other case the positions are reversed, and 
it is up to you to show the bank good reasons 
why it should allow you to become its debtor. Be 
sure of this: there is no such thing as a banker who 
does not want to loan money, for that is how he lives. 
In fact, he must loan someone money, “and it might 
as well be you.” Show him why. 

Here is an incident that I recall in connection with 
one of our mid-Western banks that shows how fre- 
quently women ask bankers to take unjustifiable 
risks, and then are offended at the conditions imposed 
by the banker. 

A woman with a small capital wanted to start a 
tea room. I have never been able to understand the 
fascination that a tea room has for a woman with a 
small capital. It is about the hardest kind of a busi- 
ness to run and one of the most uncertain. Many 
women have lost their all in it. Anyway, this 
woman started right by going to her banker for advice 
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and help. He gave her both in full measure, and both 
good. In fact, he did all he could to help her to a suc- 
cess; so much so, that she very nearly put it over. 
After a short period of successful operation she found 
herself in need of additional capital to take care of 
the growth of her business. The banker suggested 
that she borrow from the bank, but told her that her 
business career was too short for her to be regarded 
as a first-class risk, and that she must therefore be 
prepared to put up collateral for the loan. 

The woman had sold all her stocks and bonds to 
raise her starting capital, but she still had savings 
accounts in two banks, and the banker suggested that 
she should offer these as collateral. The young 
woman’s feelings were hurt. She believed that the 
banker thought she was not going to make a success 
of her undertaking, and that was the reason credit 
was refused her without collateral. Everybody un- 
happy all the way around, and all through misunder- 
standing. 

There is no phase of business that is so sensitive 
as credit; so easily hurt, even so easily destroyed. 
Whether your work lies in the home or in the business 
world, your transactions with the bank are and must 
be business transactions. And of all ways of hurting 
your credit, both with the bank and outside, the most 
effective is to get caught with an overdraft. The min- 
ute a bank begins sending back checks, they begin to 
watch you closely. It may have been a pure accident 
and never repeated, in which case after a while con- 
fidence will be restored. But if it occurs again, difficul- 
ties are ahead for you. What isdoneinone bank isknown 
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to all, for while there are 30,000 banks in the United 
States, they are all one banking family, and no mem- 
ber of that family refuses information to any other 
member. 

It is your actions, not your intentions, that count 
with your bank. Ask yourself whether it is fair to 
expect your banker to risk his depositors’ money and 
his own reputation when you are afraid to risk your 
own. 

Again, it is not the amount of your capital that 
gains you the bank’s favour. I remember being in 
one of Chicago’s largest banks when a man came in to 
ask for a loan of $6,000. The man had an income of 
some $40,000 a year, and had had this income for 
nineteen years. The loan was refused because the 
bank considered that a man who in nineteen years 
had not learned how to live on $40,000 a year was not 
a good risk. 

I have said before that your bank judges you by 
what you do and how you do it. If you are in busi- 
ness and use your bank for business purposes, your 
business ability is as important to the bank as it is to 
you. You may be honest and truthful and reliable 
in every respect, but those qualities are not enough 
if they are not backed up by ability and judgment in 
the line you are working in. And unless you can prove 
that you “belong” in the business you have chosen, 
you are not a good risk, and you are not entitled to 
expect the bank to back you, as it would only delay 
your ultimate failure and leave both you and the 
bank worse off than at the start. 

Any bank in Chicago, or elsewhere, would be glad 
to let Mrs. Ora Snyder have anything she asked for. 
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Why? Because she has shown herself able not only to 
create a business, building it from the ground up, but 
also to handle it to advantage as a big concern. Alice 
Foote MacDougall does not have to ask the banks for 
credit. They offer it to her unsolicited. Because she 
has shown herself capable of making her business a 
success and keeping it going as such. 

More and more women are entering upon business, 
and each and every one of them will sooner or later 
need the help of her bank. Get acquainted with your 
banker before you need him and establish your foot- 
ing while there is neither pressure nor urgency. I 
like to pass on to women the advice my father gave 
me. He said: “Every woman starting in business 
should borrow from her bank, whether she needed to 
or not. Then, when she has to borrow, she will find 
her credit already established, and the cost of the 
original, unnecessary loan will have been a small 
price to pay.” 


THE POWER OF CREDIT 


A commercial bank is a business and must be car- 
ried on as a business. The major purpose of all busi- 
ness is to make money, and that purpose must be 
kept steadily in mind by the commercial bank. It 
usually is. The one thing that differentiates the bank 
from other lines of business is the nature of its com- 
modity, which is service. It may be added that, as 
is the case with many businesses and more factories, 
an important source of income is to be found in the 
by-products. 

The reason that the bank must make money is 
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that it has a duty toward its stockholders, men and 
women who have put up their money to start the 
bank and who are entitled to dividends on their in- 
vestment. 

It is true tnat the bank may be looked upon as a 
benefactor to the community, a necessity to business, 
and a convenience to the housewife, but all the same 
it must operate at a profit. Otherwise nobody would 
be interested in keeping a bank going; they would 
cease to exist; and everybody would be worse off. 

The main source of income of a bank is the in- 
terest on loans, discounts on notes, etc., which are 
constantly moving in and out, and on stocks and 
bonds, which are more or less permanent and form the 
bank’s reserve. 

When a community is not large enough to absorp 
the money the bank wants to loan, it must find other 
ways of putting its available idle funds to work. By 
this I mean that the nature, scope, and activity of 
the industries of the district served by the bank must 
be such as to call for regular financing up to—or 
nearly up to—the limit of the bank’s available funds. 
It is among country banks that failure in this respect 
is most frequently found, and it is those banks that 
have to go outside their own communities in the hunt 
for income and profits. 

Most of our large banks can buy enough good 
commercial paper to take care of all the funds they 
have available for this line of investment, although in 
normal times they hold enough of this of their own 
depositors. These, too, have to keep a certain pro- 
portion of their reserve funds in marketable securi- 
ties, and, as has been stated elsewhere in this book, 
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the very life of the bank is dependent on the judg- 
ment of the men charged with the selection of in- 
vestments. . 

It must be admitted that a bank very seldom fails 
or gets into serious difficulties. It may happen, how- 
ever, that a bank is largely used by a certain trade 
and, consequently, hold a lot of paper concerned 
with that trade and that through unforeseeable con- 
ditions arising almost overnight—a strike, a sudden 
change in the fashions, floods, or drought in the dis- 
trict from which the raw material is supplied—the 
whole trade may be temporarily disorganized. Neither 
good judgment nor good intentions can prevent such 
occurrences, and good firms may have to suspend 
business and are lucky if they have sufficient reserves 
to tide them over until things become normal. Natu- 
rally the banks holding obligations of these firms 
suffer with the rest, but if a bank has been careful, 
it will merely have to cut its dividends for the current 
half year and do what it can to help the best of its 
customers to get on their feet again. 

The possibilities outlined above show why a bank’s 
investments must be diversified, that is, divided into 
certain classes in carefully scheduled proportions. It 
is the old rule not to put all your eggs into one 
basket. We can also see why the banks buy and sell 
commercial paper among themselves, on the same 
principle that an insurance company that has written 
a very large policy on the life of one man will divide 
the risk among other companies—and take some of 
theirs. 

There are two reasons why commercial paper ap- 
peals to the bank as an outlet for its funds. One is 
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that it is essential to the life of commerce, and there- 
fore is one of the most important reasons for the 
bank’s existence. The second is that the profits 
are larger and quicker than in any other form of in- 
vestment. 

You should never be tempted to complain at find- 
ing a bank a little difficult when you apply for a loan. 
It is that kind of bank that you need. It must be obvi- 
ous to you that it is a safe bank, and there is also the 
consideration that the fact of being able to get a 
loan from it is a certificate of character for you and 
the way you are running your business. 

I may be accused of repeating myself too much, 
but I must take the risk for the sake of getting women 
to appreciate the fact that the bank—any bank— 
makes money by loaning money, and that while the 
loan may be important to her, it is of even greater 
importance to the bank. To the woman it is a tempo- 
rary convenience, but to the bank loaning is a perma- 
nent and continuous necessity. 

Credit and business, credit and banking, credit and 
character, are all so closely interwoven that the whole 
business life of the nation is bound up with them. 
Unless woman learns to understand and appreciate 
this fact and what it means to her she will never be 
able to reap the full benefit of the facilities open to 
her, and failure in this respect will mean failure to 
play her part as a member of the business community. 

It is the factor of trust on which credit is based 
that is the vital principle in business to-day. Without 
trust in the solidity and essential integrity of the 
government there could be no paper money, as this 
is only accepted because the credit of the government 
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is behind it. And we have already discussed what 
would happen to us if paper money were abolished 
along with the vital principle—credit—of which it 
is the symbol. 

Wherefore, show that you are worthy of credit; 
use your credit to its limit in every legitimate way, 
and give credit where your judgment and experience 
show you that it will be well placed. 
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X. CREDIT (Continued) 
WOMAN AS A RISK 


GOME women as well as some men are fitted by 

nature to be heads of businesses. They have the 
qualities necessary for the successful management 
of whatever line they are engaged in, whether it has 
been a matter of free choice or outside influence. 
Each kind of business requires certain special quali- 
ties, varying according to the product dealt in, the 
class concerned in the particular business at either 
the producing or the consuming end, the conditions 
surrounding the business, and other matters. There 
are, however, certain fundamental qualities, easily 
recognizable, that make for success or failure in any 
or all lines. And it is according to the presence or 
absence of these qualities, and the degree in which 
they are present, if at all, that the banker classifies 
his clients, and particularly his applicants, for loans 
or counsel. 

It is true that there are many members of both 
sexes in whom the necessary qualities are either en- 
tirely lacking, or are hampered by the unsuitability 
of the individual to the particular line. This also is a 
matter that the banker, above all men, is able to 
estimate at its right value, and his counsel may prove 
as useful as his financial aid. The question in his mind 
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will be simply as to whether either will do any real 
good. 

Bankers are more willing to make loans to the per- 
son with a small income who is consistently, if slowly, 
going ahead, than they would be to help those—men 
or women—with large incomes into which they are 
steadily making inroads. That business success and 
failure are largely due to personal qualities may be 
judged from the fact that Bradstreet’s classifies as 
high as 16 per cent. of failures as being entirely due 
to the individual. 

Remember what has been said about the beans— 
and, if you like to play with words and their pro- 
nunciation, you may make “beings” (human beings) 
out of it—big and small. If you take a mixed lot of 
beans, large and small, place them in a bag and shake 
them up well, you will find the big beans come to the 
top and the little ones sink to the bottom. If you then 
turn the bag upside down and shake again, in a little 
while they will be as they were before. You can’t 
keep the big men down or the little ones up. Which 
goes for women, too. 


PROPER). ok 


The test of the value of a business or of the ability 
of a business woman is: Can and does it—or she— 
make money? 

It is the net profit that makes for wealth, and it is 
beyond doubt that wealth means power. 

To carry on your business to success you will need 
the codperation of your banker at all stages. And 
when you are in possession of more money than your 
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business needs or can use to advantage you will still 
need the advice of your banker in investing your sur- 
plus, so that that, too, may work for you. 

That codperation can only be given by your banker 
if you are absolutely open and fair with him. You 
must at all times lay your cards on the table with him 
and call a spade a spade. Particularly in your business 
statement, which you must always be ready to sub- 
mit at short notice, in order to avoid delays. This 
means keeping your accounts up to date and in per- 
fect order. 

In this connection I want to repeat my advice. 
Employ a certified accountant to go over your books 
regularly and make up your business statements. It 
will mean more to your banker than anything else, 
as the accountant will not leave anything uncertain 
or vague. This alone will save the banker’s time and 
tend to predispose him in your favour. And you will 
find it well worth the cost. 

One of the most important points in this statement 
is the property you own, and on the basis of which 
you ask for loans. The bank must be accurately 
informed on this, as in the event of your failing to 
repay your loan, your property is what they must 
use to raise the necessary funds. Unless the value— 
the sale price—of this property is sufficient to cover 
the amount of the loan, the bank is in trouble as 
well as you. 

The banker must be the ultimate judge of the 
value of your merchandise and other property, which 
is the property risk. And the representations you 
make concerning your property fix your rating as a 
moral risk. 
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Salable merchandise—that is, merchandise for 
which there is a demand and a ready sale, that is in 
good condition and not out of style—is a good prop- 
erty risk. 

Sound stocks and bonds are good, especially if the 
market in them is active, so that they may be sold 
quickly if necessary. 

But if you have farm lands in an undeveloped 
western state, and no other reserves, any bank loan- 
ing you money might have difficulty in collecting. 

Putting everything together, the best basis for 
credit will be your reputation for meeting your obliga- 
tions as they mature. And it is worth a lot of hard 
work and sacrifice to earn that reputation. 


BANK ACCOUNTS HELP CREDIT 


The business woman tells her full banking story 
to her banker by the way she handles her bank ac- 
count. If it is a growing account, with a tendency to 
increase its daily balance, and with never an over- 
draft, it is a healthy account and deserving of help. 
There is nothing that appeals more to a banker, or is 
more likely to enlist his interest and confidence, than 
a good balance. It is an indication that you are living 
within your income, and that you have money in 
reserve. And money in reserve—a good balance at the 
bank—is the quickest asset anyone can possibly 
have. 

Formerly a business statement was never asked 
for when an application for a loan was made. The 
deciding factor was the standing in the community, 
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and the information obtainable regarding the ap- 
plicant. But that is a thing of the past in all good 
banks. The banker to-day wants to know not only 
that you are honest, but also that you have the ability 
to carry the thing you are undertaking through to a 
successful conclusion. 

Those of you who are housewives are perhaps 
wondering how you could show a “business state- 
ment” to a banker if you found yourselves in a posi- 
tion where you needed a loan. It may seem to you a 
matter of impossibility to produce the books of such 
a “business” to back up any statement that could 
be drawn up. And yet your work is recognized as the 
greatest business in the world. Do you know that the 
women of this country control the spending of 85 
per cent. of the national payroll of $72,000,000,000, 
and that they have some influence on the spending of 
another Io per cent. of that amount, making together 
a total of $68,000,000,000 annually subject to the 
control of women? And is it conceivable that this stu- 
pendous industry could not be put on a sound 
business basis? All that is needed is intelligence, a 
small amount of training, a little good will—and a 
workable plan. Can any of you maintain that it is 
impossible to find these, or to combine them effec- 
tively? 

The majority of you women who are reading this 
book are progressive in the sense that you are not 
satisfied to go along—even in housekeeping—on the 
old haphazard, hit-or-miss lines. Most of you have 
tried to find a plan or a system that would show you 
what you are working for and which way you are 
heading. And many of you, after many experiments 
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with one plan and another, have given up all hope 
of ever finding something practical, that would not 
require the services of an expert accountant, or 
absorb all your day and part of the night. To-day 
there is such a plan; one that will control your ex- 
penditures rather than merely keep a record of 
them, and that, once started, will work almost auto- 
matically. 

All attempts at drawing up a practical, that is 
really a workable, plan have failed for two reasons. 
In the first place they all—or nearly all—placed the 
emphasis on the wrong point, usually the amount you 
could manage to save. Now saving is not a bad thing 
—if you call it putting money aside for future spend- 
ing—but saving for the sake of saving is one of those 
things that defeat their own purpose. I could enlarge 
upon this point, but it would take me too far, so I 
will content myself with asking you to think this 
over: If we were all to devote ourselves to saving, 
keeping our expenditures down to the minimum 
necessary to keep us alive and decent, there would be 
nothing over anywhere. The refusal to buy things 
would first slow up and finally stop production. This 
would bring wages down all round to the point where 
there would be no surplus. And then—how would you 
manage to save? 

Forgive the digression. I am afraid this book is full 
of them. So is life. 

The second reason for the failure of budget or 
household accounting systems is that they tried to do 
and to show too much and by so doing called for an 
amount of bookkeeping and calculation that was 
impossible from the beginning. The housewife is not 
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a trained accountant and has neither the time nor the 
desire to become one. And one attempt after another 
simply stopped. Not only in this country did this hap- 
pen, but all over Europe, notably in Germany, where 
housekeeping is a profession for which the majority of 
women are educated from the kindergarten up, and 
where any kind of system for any purpose is sure of 
a favourable reception and amore than fair trial. Here, 
too, many plans and systems came up, were experi- 
mented with—and allowed to go to sleep. All for the 
same reasons. They required too muchtime and effort, 
too much detailed accounting, and caused too many 
family squabbles. If I were not afraid of making 
another digression, I might suggest that our statis- 
ticians study household accounting as a cause of 
divorce. 

There is a system in use now in many homes in 
this country and rapidly growing in favour. Many 
banks and department stores have taken it up and are 
handling it for the benefit of their depositors and cus- 
tomers, incidentally without losing anything by it 
themselves. 

It possesses many advantages over anything of 
the kind that has ever been tried, the chief one being 
the small amount of work required, the simplicity of 
operation, and its elasticity. By the last point I mean 
that it can be adapted to the conditions, tastes, and 
wishes of each individual family. 

All systems up to now have been arranged on a 
rigid percentage system, taking as a foundation the 
amount of money available each week or month. 
Out of that a fixed proportion had to be set aside for 
rent, another fixed percentage for food, and so on. 
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That can be done with machines, but not with hu- 
man beings. There is already too much standardiza- 
tion, and no good can come of adding to it. One 
family may be strong on indoor life and their neigh- 
bours equally strong on open-air pursuits. The Jones 
family are great entertainers, and the Browns re- 
gard travel as the one desirable thing. How can you 
draw up a schedule that will fit all these—assuming 
that the size of the families and their incomes are all 
equal? You can’t, so what’s the use of trying? 

The hardest part of the work comes at the begin- 
ning, and even that is by no means excessive. It con- 
sists in answering a number of questions that have 
been planned so as to take care of all your financial 
obligations for the coming year. 

After taking care of these, you plan your estimated 
expenditures for the things that are not definite 
obligations, but things that you would enjoy having 
in the immediate future. 

The question blank, as we call it, is so set up that 
if you will add where you are told to add, and sub- 
tract where you are told to subtract, when you come 
to answer the last question of all, you will know 
whether you can spend your incomes in the coming 
year in the ways you thought you could. 

If for some reason you have planned to spend 
more than you want to, go over your proposed ex- 
penditures again. See what would give you the least 
satisfaction or joy in life, and cut down there. In this 
way you will keep in the items you have promised to 
pay, and you will get the things that mean the most 
to you. 

After the question blank is filled out, your expendi- 


CREDIT 183 


tures are entered on a transfer sheet which enables 
you to know exactly how much you will have to set 
aside each week or each month to complete and carry 
out efficiently your proposed plan of spending. 

If you do nothing more than this, you will not need 
to keep any records, but we have found it better to 
keep account of all expenditures above $10, and so 
we have prepared a control book for this purpose. 

Having settled on the amount you wish to allot 
to each group of expenditures, you start your account 
at the bank under one budget account, or—if big 
enough—under a separate account for each head. You 
deposit the proper sums when pay day comes around 
or your dividends are paid, and the rest is easy. 

If your expenditure under one head is heavier 
than you intended, it is no serious matter. You bor- 
row from one of the other groups—except from those 
like rent and insurance, which are fixed—and make 
it up, or not, as occasion serves. 

The actual material required is simple and in- 
expensive. It comprises: 


1. A questionnaire, the answers to which provide 
the data on which your schedule is based. They 
include such matters as size of family, amount of 
rent paid, interest on mortgage, insurance pre- 
miums, estimated expenditures for food, clothing, 
vacations, and so on. 

2. The expenditure account book of sixteen pages. 
This contains full instructions for use and is so 
arranged as to make entries easy without the 
need of making painfully small figures on account 
of cramped space. 
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3. A full detailed explanation entitled: “What is a 
budget?” which is handy as a reference and enables 
the housewife to go ahead without the possibility 
of making a mistake. 


This explanation has run to length, but should 
serve more than one purpose. 

First, it will show you an easy way of keeping your 
accounts so that you may always be able to see at a 
glance what you are doing, what you are going to do, 
and how you are going to do it. In these days of in- 
stalment buying this last point is of extreme impor- 
tance. 

Secondly, by keeping your account at the bank 
and letting your banker see your schedule when you 
want to borrow money, you will convince him that 
you are handling your finances on sound lines, and 
that you are, therefore, a safe risk. 

Unless you have given the matter serious consider- 
ation you cannot fully appreciate the need for put- 
ting the American home on a business footing. 

To-day go per cent. of all business is done on credit, 
and over 25 per cent. of our enormous payroll is 
mortgaged for the next six months. We who know 
must, therefore, show people that it is possible to 
live within their incomes rather than beyond them, or 
run into disaster. 


HOW A WOMAN MAY PREPARE A 
BUSINESS STATEMENT 


I have mentioned before that the condition of your 
business and the way you handle it have great in-~ 
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fluence in determining the nature of your relations 
with your bank. Your ability to obtain credit from 
your bank, that is, to obtain loans on an open account 
without security other than your word, is based al- 
most entirely upon your management of your busi- 
ness and the way in which you handle your account. 

It is of the first importance for your banker to be 
kept informed as to the exact condition of your busi- 
ness in all respects, and it is necessary for you to be 
absolutely truthful and accurate in all statements 
made to him. You may need a small loan and make 
a statement on the strength of which you may obtain 
that loan. 

Let us assume that this has followed a regular 
course, being repaid at maturity. Shortly there- 
after you may require a larger loan and submit a 
fresh statement, together with your application. 
In order to make a good impression, you may have, 
let us say, rearranged your statement in order to pro- 
duce a desired effect. Your banker will compare this 
new statement with the one attached to the former 
application and may be inclined to wonder at cer- 
tain developments that could hardly have been fore- 
cast from your previous figures. When a banker 
reaches this stage, your position with him is of a very 
precarious nature. He must be able to accept your 
statements and figures in entire confidence, and un- 
less he can do this, there is no basis for credit as far 
as the banker is concerned. 

If you should go so far as to make absolutely false 
statements, you are guilty of endeavouring to ob- 
tain money on false pretences, which is a felony in 
every country in the world. Not only this, but by en- 
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deavouring to conceal actual conditions you may be 
depriving yourself of something that should be of 
greater value to you than the money you are looking 
for; namely, the well-meaning advice of an experi- 
enced business man. A banker to-day knows more 
than how to reckon interest and discount. He must 
know how these things are created in the first place, 
and how they are applied in the second. If you are 
looking for a loan for a business operation, your 
banker is liable to be able to tell you whether that 
operation is one to be recommended or otherwise. 
If your need arises out of business difficulties, your 
banker may be able to see a better way out of those 
difficulties than you can. All of which is another rea- 
son for being open and straightforward. 

Your statement to a bank should be complete in 
every detail. You should show not only sufficient 
assets to cover the loan you are applying for, but also 
your entire net worth. This, in view of future develop- 
ments and fresh needs, among other reasons. 

It has for some years been customary for a business 
to have its books audited at regular periods by an out- 
side specialist, known as a certified public accountant, 
or C. P. A. for short, and the banks look with favour 
on this practice, as the sworn statement of a licensed 
expert constitutes an absolute check upon the con- 
dition of the business. It allows the banker to com- 
pare at a glance the quick assets with the quick 
liabilities. In other words, it shows him whether, 
should worse come to worst, he will be able to sell 
quickly sufficient goods belonging to the borrower to 
cover the loan. 

Quick assets are cash in hand, accounts receivable, 
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notes receivable, merchandise in stock, and negoti- 
able securities such as stocks and bonds. It js out of 
the quick assets that the quick liabilities must be 
met. These assets are subject to certain conditions. 
Cash is always liquid (even though it is frequently 
alluded to as “‘solid” cash), but merchandise owing 
to poor judgment in purchasing, or careless keeping, 
may have depreciated in value. Your ledger may show 
too much ill-advised credit allowed to customers. 
Unseasonable weather even may have stopped the 
sale of merchandise adapted to a seasonable trade. 
Any of these conditions in combination may prevent 
your being able to fulfil your obligations. It is a com. 
mon saying that the two things certain in life are 
death and taxes, but a third should be added; namely, 
the fact that your obligations to your bank will al- 
ways mature upon a prearranged date. A great deal, 
of course, depends upon the nature of the business 
you are engaged in. For example, you may work on 
a much closer margin if you are dealing in foodstuffs 
than you can in furs. Your foodstuffs will always 
move quickly, whereas your furs have a compara- 
tively short season at best and are very largely de- 
pendent upon seasonable weather, as well as upon 
the vagaries of fashion. So that if you are engaged 
in the fur business you will need to possess—and to be 
able to show your banker—a much greater propor- 
tion of liquid assets than if you were running a gro- 
cery store. 

Cash means cash. It does not include money owed 
by any’member of the firm, but simply cash actually 
in your till or in your account, subject to verification 


by the bank. 
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Accounts receivable represent goods that have 
passed out of your stock into the possession of your 
customers, and that have been charged against them 
on your books. And these charges may be classified 
under three heads: accounts not yet due; accounts 
due and not paid; accounts overdue. When these 
accounts are set up in a statement, you only include 
such accounts as you feel reasonably sure of. 

Most women know a great deal about how mer- 
chandise on hand is recorded. They have often 
enough tried to get a clerk to wait on them in a hurry 
when a department store was taking account of stock, 
otherwise making its inventory. Each article has to 
be listed as to price and number; all piece goods must 
be measured and inventoried as to price and yards, 
and so on, and so on, and while this seems to be an 
endless task, it is the only possible way in which you 
can find out the value of a stock on hand. As this is 
the most difficult asset to check, as well as one of the 
most important, it is essential that the greatest 
possible care be given to it, and the banker will pay 
more attention to this item than to any other line in 
your statement. 

Bills receivable are regarded as quick assets but 
are not often listed as such, as they may represent 
slow accounts that are being paid for as notes, or, as 
is sometimes the case, they represent money loaned 
to members of the firm; and so we only list accounts 
receivable. 

There must be added to the above statement the 
fixed assets of a business, because they form the foun- 
dation of the whole commercial structure. Land and 
buildings, machinery, delivery equipment, patents, 
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trademarks, and reputation—and the banker never 
fails to appreciate that reputation is an asset that 
must be built up and maintained, and that it is worth 
a great deal in any business. So much so that without 
it very few businesses could grow rapidly or safely. 

Tell the banker all you know about your business 
—and he may be able to tell you more than you know 
about it. If you are to-day a poor risk but willing to 
confide in him he may be able to help you to become 
a good one. 
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XI. LOANS 
LOANS SECURED BY COLLATERAL 


ii of the loans granted to women to-day are 

on the security of collateral. It is only rea- 
sonable that this should be so, for unless you have a 
substantial and well-established business with a 
good record you can hardly expect a bank to lend you 
money in any other way. 

That is one side of the question—the bank’s side. 
There is the other side, which is yours and which 
you should understand, so as to be prepared for a sud- 
den need. A loan on open credit must be passed on by 
a committee or a board of directors and, as such com- 
mittees or boards do not meet every day, but on 
certain fixed days, it may happen that the question 
of a loan to you may have to wait a few days before 
it even comes up for consideration. And the matter 
for which you wish to borrow may be urgent. 

If you have been well advised, you will have in- 
vested your surplus capital in good stocks and bonds, 
taking care to select such as have a ready market at 
all times. These you should keep ready to hand, 
either in your safe or, which is better in every re- 
spect, in your box in the safe deposit vault. In either 
case you will have a list of what you hold, and when 
you want to get a loan from the bank, you simply 
go to the officer in charge of loans, tell him how much 
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you want, and show him your list. He will look at the 
report of the New York Stock Exchange prices of the 
day before, in order to find out the actual current 
value of your securities, and will tell you which of 
your stocks would be acceptable to the bank. They 
will, as a rule, lend you about 80 per cent. of the mar- 
ket value of the securities, and, once you have agreed 
as to which stocks you will deposit with the bank as 
collateral, there need be no further delay. The bank 
has the collateral note prepared, made “payable on 
demand” at thirty, sixty, or ninety days, you sign it 
and hand over the securities agreed upon, and the 
money is either credited to your account or given 
you in the form of cash or a cashier’s check. 

Many banks will make loans on real estate— 
especially outside the larger cities—but this is a 
lengthy process, as the property and your title must 
be investigated, reported on, and considered by the 
committee or board. So that the easiest way for both 
sides is by means of collateral security in the form 
of negotiable stocks or bonds. 


SUBSTITUTION OF COLLATERAL 


One of the interesting points in connection with 
collateral security for loans from a bank is to be found 
in the possibility of substitution. This sounds very 
technical and alarming but is really quite simple. 
Much more so, in fact, than the original negotiations 
required to obtain the loan from the bank. 

The occasion arises in the following way: In getting 
a loan from a bank there were reasons why it suited 
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you to do this on collateral security; that is, by put- 
ting up stocks, bonds, or mortgages to a value in 
excess of the amount you are borrowing, rather than 
by any other arrangement. Accordingly, you placed 
in the keeping of the bank some securities of which 
they approved, and on which you borrowed a sum 
about one fifth less than the actual market value 
of those securities on the day the loan was made. 

Let us assume that your loan was for the term of 
sixty days. At the end of the third week you noticed 
in the papers a report concerning some recent devel- 
opment in the corporation issuing the shares by which 
your loan was secured. You turned to the Exchange 
report and found, as was to be expected, that your 
shares were rising in value, and this was confirmed 
by inquiries of your stockbroker, who also informed 
you that, in his opinion, the rise might not last long, 
and that you would do well to take advantage of exist- 
ing conditions and sell your shares while you could 
get the top price for them. 

Of course, this was what you ought to do, and what 
you would like to do, but—the shares were not in 
your possession. So you went round to the bank to 
explain the position to the banker and asked what 
could be done about it. Being a good banker as well 
as a good friend of yours, he explained that the matter 
was perfectly simple and showed you how it could be 
arranged. He knew what other securities were in 
your box in the safe deposit vault and showed you 
certain stocks on the list of about the same original 
value as the stocks you had deposited as security. 
He told you that he would be entirely willing to ac- 
cept these stocks and return your collateral to you, 
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which you could then immediately sell at a profit, 
utilizing the proceeds either for the purpose of re- 
paying your loan without waiting for its maturity, 
or for reinvestment in some other securities showing 
good prospects for appreciation in value. This trans- 
action is technically called “a substitution of col- 
lateral.” 

The business could also be arranged through your 
banker with very little trouble to yourself. He could 
sell your securities at the market price and apply the 
cash obtained for them to the redemption of your 
loan, crediting your account with the overage. Or 
he could reinvest the cash in other securities—accord- 
ing to his judgment or your instructions—and use 
the securities thus acquired as collateral. 

There is another way in which this process may be 
used, which is by no means as pleasant. Your col- 
lateral may have gone the other way; so far, in fact, 
that the bank may realize that its security for the 
loan made to you was somewhat impaired. In this 
case, the probabilities are that they will communicate 
with you and explain to you what they would like 
done. 


LOANS SECURED BY REAL ESTATE 


If you wish to obtain a loan from your bank, 
the probabilities are that you will be asked for col- 
lateral security. The best form of this is, of course, to 
be found in good stocks and bonds, because it is the 
simplest form to handle. The prices and values are 
readily found by looking at the morning paper, and 
once the agreement as to what you will give as col- 
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lateral has been arrived at, all that remains to be 
done is for you to sign the note, indorse the shares 
over to the bank, and take the money. 

If you have no available stocks or bonds, but have 
invested in mortgages, which, by the way, are fre- 
quently a very good form of investment, you will 
find many banks willing to accept them as collateral, 
but the process is not as easy or as quick as in the 
case of the simpler securities. 

The principal factor in the delay is the need of in- 
spection of the property, search of the records con- 
cerning your title, examination of the tax and in- 
surance receipts to make sure that they are fully 
paid up, and other formalities, all of them necessary 
but somewhat wearing on one’s patience. Then there 
are fees to be paid for the work that has to be done 
before a decision can be reached. 

In order finally to secure your loan, you must as- 
sign the fire insurance to the bank, so that they may 
be protected in any case. And if you finally do get 
the money and, at the end of the period for which 
the loan was made, pay it back, you will have to pay 
another fee for the retransfer to you of the property 
by the bank. 

On all counts, real estate is a good form of invest- 
ment, but should be supported by other kinds. There 
are times in every woman’s life when it may be neces- 
sary to borrow money, and when the first consider- 
ation is what she has to offer for that money. As has 
been shown, real estate, if wisely selected and man- 
aged, is a good thing, but it is never as simple to deal 
with as sound active stocks or bonds. Many a woman 
with large real estate holdings is looked upon—and 
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looks upon herself—as a rich woman, whereas she is 
really what is known as “land poor.” 

Therefore, diversify your holdings. Investments 
are something like crops. Something is—or should be 
—ready for market at any season of the year, and it 
is a great comfort to know that you can always find 
something when you need it. 


PERSONAL LOAN. 


The process of putting through a loan for a de- 
positor is practically the same in all banks, although 
there may be differences between one bank and an- 
other in the methods of analyzing and digesting the 
features of each individual application. In some banks 
this is done at a meeting of the board of trustees or 
the board of directors; in others, the details are gath- 
ered by one of the officers of the bank, who checks 
them up and hands in a report together with the ap- 
plication to the head of the department concerned. 
Whichever method is in use, the decision is never 
long delayed, and, if it be granted, the actual work is 
a matter of routine. 

We will assume that, finding yourself in need of 
more capital or rather of a certain amount of cash 
for a special purpose, you apply to your bank in the 
proper form and through the proper channels. To 
your application you attach a business statement, in 
the preparation of which an officer of the bank will be 
glad to assist you, particularly if it be your first at- 
tempt. The bank has all other information concerning 
you already in their files, and only requires to know, 
in addition to the above, for what purpose the money 
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is to be used, for how long it is needed, and how you 
propose to repay it. 

All these things go to one of the boards or the head 
of the department for consideration, as mentioned 
above, and then—the money is placed to your credit. 
At the beginning it was entered in the “‘offering”’ 
book; now it is registered and given a number, to 
which in some banks a full and detailed account of the 
loan is attached. The next entry is made in the 
“maturity”? book, which enables the bank to see 
each day what loans are due—for how much and 
from whom. 

Many banks make a practice of sending out notices 
of loans coming due a week or so in advance, but 
there is no obligation on them to do this. Omission 
of the courtesy, for that is all it really is, does not 
in any way relieve you of responsibility or of the 
necessity of paying your debt on the day it matures. 
- There is also a “liability book,” so that the bank 
knows at all times how you and it stand toward each 
other. And as the bank knows your daily balance 
and that the loan was for the purpose of helping or ex- 
tending your business, it can always arrange the daily 
balance required of you to fit the conditions. Of 
course, your past behaviour in respect to your ob- 
ligations will have a great influence on the bank’s 
disposition to aid you. 

In former times, three days’ grace were allowed 
on a note, but that has been done away with in this 
country. In England and many other European coun- 
tries the custom still prevails. That meant that a note 
for thirty days dated April 15th was due on May 15th 
nominally, but actually payable on May 18th. Now 
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such a note would be due and payable on May 14th, 
a note for thirty days being regarded and treated as 
due on the thirtieth day. If for any reason the note 
is not paid on that date, interest at the legal rate is 
charged from the date of maturity to the date when 
the note is actually paid. Otherwise a note carries no 
interest, unless the words “‘and interest” are added 
after the amount on the face of the note, in which 
case interest at the legal rate is added to the principal 
of the note, and the total becomes the amount due. 
The legal rate of interest varies according to the laws 
of the state in which the bank making the loan is 
located. 

Notes due on Sunday are payable on Monday. 
Notes due on Saturday in places where Saturday is a 
half-holiday are also due on Monday, but where it is 
a full business day they are payable then. If falling 
due on a legal holiday, they are payable on the first 
business day following. 

The making of a note payable at a bank is an 
order on the bank to pay it when due—always pro- 
viding that sufficient funds are on hand to meet it— 
and most banks prefer to have notes made payable 
at the bank. The law, however, allows the person 
making the note to designate the place of payment, 
which may be his office or place of business, or even 
his residence. If for any reason there is no one at the 
place so designated for payment prepared to pay the 
note when presented, the messenger makes a note 
of the fact, and the note in the eyes of the law is re- 
garded as having been duly presented, and the maker 
is subject to all the penalties imposed for nonpay- 
ment, as described elsewhere. 
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COMMERCIAL PAPER 


Commercial paper represents two classes of loans. 
First, loans by your home banks; second, loans by the 
banks that have bought your loans to your home 
banks. 

Commercial paper is sold—and bought—by a com- 
mercial paper broker, who does a great deal of the - 
work necessary to establish the soundness and desira- 
bility of the article he deals in. 

First, he has to assure himself that the firm signing 
the note or draft is well managed and in good standing 
financially and commercially; that its methods are 
‘ honest and straightforward and its history good. 
If he is satisfied on these points, he sells the paper 
to a bank. He does not indorse the paper or guarantee 
the payment, but he does vouch for the genuineness 
and “regularity” of the paper, that is, principally, 
that the signatures of the makers are the signatures 
of those members or officers of the firm authorized to 
sign acceptances or notes. 

As a rule, the bank buying the paper from the 
broker makes its own investigations as to its quality 
and soundness, the method usually employed being 
a letter from the institution proposing to buy the 
paper to the bank carrying the account of the maker, 
asking for information on the standing of the firm. 
Such information is never refused and is practically 
always reliable. 

The reason for the existence of this trade is that 
every bank has to divide up its outstanding assets 
in certain proportions, according to the amount of 
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cash available. In the nature of things one bank may 
have rather more commercial paper (representing 
loans) on hand than it wants to carry at the moment, 
whereas another bank may be able to take on more 
of that class. The broker, whose business it is to know 
the various banks, acts as a go-between, and makes a 
small commission, it being the volume of business 
that makes it worth while for him. For the banks the 
profit lies in the difference between the purchase 
price, which is the face value of the paper less the 
discount, or a fraction more than the discount, and 
the full value payable at maturity. 


INTERNATIONAL COMMERCIAL 
PAPER 


This is a little digression from the main road of 
banking for the American woman. Very few will 
ever come across it in actual life or be concerned with 
it in any way, and I myself only learned of it acciden- 
tally. My only excuse for introducing it here is that 
it is an echo of the old days of trading across the seas, 
with the old-established methods still in use, the only 
difference being a slight increase of speed in the trans- 
action. It is also an illustration of the principle that 
foreign goods, that is, goods imported from foreign 
countries, are paid for, not with money, but with 
domestic goods. 

Here is the story of how British woollen goods are 
paid for with Dutch cheese, although the British 
manufacturer never eats cheese of any kind, and the 
Dutch dairyman wears homespun. 
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The British manufacturer exported some cases 
of his woollens, amounting to several thousand 
guilders, to a jobber in Holland, who distributed 
them among the Dutch tailors. At about the same 
time, a Dutch exporter of local dairy products sent 
a shipment of cheese to England. The British frm 
had an account in an Amsterdam bank, through 
which his draft on the Dutch jobber was collected 
and placed to his credit. Then the manufacturer 
needed money for the purchase of wool, just arriving 
from Australia, and for the payment of his hands, and 
so on. Accordingly, he wrote his bank in Amsterdam 
to send him the greater part of his balance in that 
account. 

The Dutch dairy exporter also needed money and 
made out drafts on the buyer of his cheese in England, 
and discounted them with the bank in Amsterdam 
carrying the account of the woollen manufacturer. 
So the Dutch exporter got his money and was satis- 
fied, and the Amsterdam banker, finding that the 
amount of those drafts very nearly corresponded to 
the amount owing to the British manufacturer, sent 
him the drafts on London by registered mail. The 
manufacturer took them round to his bank and de- 
posited them for collection, and in due course, all the 
parties being regular in every respect, the money was 
in the bank and presently was on its way to buy beer 
and beef for Yorkshire spinners and weavers and their 
families. 

With appropriate and necessary variations of coun- 
tries, goods, and amounts, this game has been going 
on for centuries, and will probably go on for centuries 
more. Why not? It’s a good game. 
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BUYING BONDS ON THE 
INSTALMENT PLAN—WITH THE 
HELP OF YOUR BANE 


One of the most important things for a woman to 
do is to build up a permanent income-producing re- 
serve fund. There is no better way of doing this than 
by buying good bonds as fast as your savings account 
shows sufficient cash on hand to enable you to do this. 
Your banker will advise you in the selection of your 
bonds, as he not only knows their relative value, but 
may also be able to save you a little money by taking 
advantage of a temporarily low price. It must be 
pointed out that the fluctuations in the price of bonds 
are never so great as with stocks, because the latter 
are affected by every change in the market or in the 
conditions of the various industries with which they 
are concerned. Therefore, they are almost always 
more or less speculative. You may make large profits 
—or larger losses—by buying and selling them; or 
you may hold them for a time without getting any 
returns and suddenly receive a big dividend. 

Bonds, on the other hand, must have real solid 
property behind them, which gives them stability and 
security. Further, although the interest they pay is 
comparatively small, yet it is regular as long as the 
business behind them stands up. And the interest is a 
first charge on the earnings of the business, whereas 
the stockholders have to take what is left—if any- 
thing. Not only that, but the bonds constitute actual 
ownership of the property on which they are issued. 

Therefore, when you go to your banker for advice, 
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he will start your investments with bonds and tell 
you not to venture on any speculative stuff until 
you have sufficient reserves to be able to take reason- 
able chances with a small part of your fortune. 

Your banker will do more than advise you. He will 
help you to buy the bond or bonds more quickly 
than you could by saving up until you have the en- 
tire amount necessary in hand. The instalment plan 
has been extended to everything that can be bought 
and sold in these days, and bonds have not been held 
out as an exception. There is no valid reason why 
they should be. 

The great advantage of the instalment plan is 
that it enables you to enjoy and profit by your pur- 
chase while you are paying for it. In the case of a car 
or a radio, you would receive a cash discount by pay- 
ing the full price at the time of purchase, but the 
added cost of buying on time is fully made up by the 
advantages arising out of the earlier use. With a 
bond you have a constantly increasing ownership 
according to the rate at which you are paying for it, 
and the interest coming in at regular fixed dates is 
helping to cover the cost. This is the way the plan 
works: 

You suggest to your banker that you would like to 
own a good bond—or the banker suggests to you that 
you ought to own one—and he tells you that such and 
such a bond is good and pays 6 per cent. 

“But,” you say, “that costs $1,000, and I have 
only about $300 saved.” 

“That need not stop you,” replies the banker. 
“TI can buy the bond for you at par. You pay $200 of 
the amount out of your $300, for you should not en- 


? 


206 AN AMERICAN WOMAN AND HER BANK 


tirely exhaust your savings account, and the bank 
will lend you $800 at 6 per cent. on the security of 
the bond.” 

The advantage of this is that you will have your 
bond, even if it does stay in the hands of your banker 
for a while. It is not costing you anything, as the 
interest on the bond pays the interest on the loan 
from the bank, and in the meanwhile your money is 
accumulating in your savings account and earning 
4 per cent. interest against the day when the bank 
loan of $800 comes due, and you redeem your bond. 
When you have put that safely away, you start 
getting ready for the next one, and so on, until you 
get around to buying them first in pairs and finally in 
bunches. 

Don’t forget that while the banker is doing you a 
service, he is not doing it for nothing. Service is all 
he has to sell, and he gets paid for it. Unless the serv- 
ice rendered helps you in some way, you would not 
want to buy any more of it, and the banker would 
have lost a customer. 


roll 
TRUSTEE SHIPS 


TRUSTS 
MAKING YOUR WILL 


MAKING THE BANK YOUR 
EXECUTOR 


LIFE INSURANCE TRUSTS 


XII. TRUSTEESHIPS 
TRUSTS 


oe many people are under the impression 
that trust companies and the trust departments 
of banks are concerned only with the estates of de- 
ceased people. In point of fact, that was the original 
idea at their inception, and the laws concerning them 
were drawn up on that theory. 

In practice, however, the original intention was 
very soon found to be too narrow. Features developed 
that were obviously too rich in helpfulness and in 
possibilities to be restricted to the execution of the 
wishes of the dead, and the living claimed a right to 
s°rvice. 

To-day there are many forms of trust available, 
and it is not too much to say that there is hardly a 
plan or an operation for which financial plans have 
to be laid well in advance that cannot be handled 
better by means of a trust than in any other way. 

The two principal forms in use are the Voluntary 
or Revocable Trust and the Irrevocable Trust. Add to 
these the Life Insurance Trust—explained in a sepa- 
rate section—and you have ways of handling finances 
that are capable of being used to advantage by any- 
one except those whose actual business is the han- 
dling of money. 

If you have an estate to leave and wish to see 
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for yourself how a trust would handle your property, 
try the voluntary form. You may select some one ob- 
ject or person, put up the necessary amount of prop- 
erty, and watch what happens to it. It will not be 
very long before you will be convinced and ready to 
turn over the whole of your estate to be handled in the 
same way. By this method you will be sure that your 
wishes will be carried out after you have passed on. 

There is nothing difficult or complicated about the 
procedure in establishing a trust. Money, securities, 
real estate, any kind of property, in fact, is turned 
over to the trust department, together with full in- 
formation as to what is to be done with the income. 
You may designate a particular person to receive the 
income at certain intervals, or it may be some organ- 
ization in the work of which you are interested, and 
which you wish to support. You may even draw the 
income yourself during your life, indicating what is 
to be done with it after your death. Or, finally, you 
may direct that the accumulated interest and ma- 
tured securities be reinvested as fast as they are paid, 
and so build up a fund until it reaches a certain figure 
and then start using the income. You may do any thing 
you like with it; modify it by changing the nature and 
amount of the property put up; changing the bene- 
ficiaries or the terms and periods of payments. You 
may even revoke it entirely—as is conveyed by the 
name. 

One thing you may be quite certain of; namely, 
that the property will be handled as well as you could 
do it yourself, if not better; and that the cost will be 
somewhat less in money, and much less in time, than 
if it were on your own shoulders. 
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There is no fixed form of agreement. Each indi- 
vidual case is dealt with according to its conditions 
and requirements, but you must, of course, give full 
details and be very accurate in your statements as to 
names, facts, and figures. You retain full control of 
your securities, or whatever property you have de- 
posited to form the fund of the trust, and you will 
be kept informed of any proposed actions of the trus- 
tee, such as sale of some of the securities, reinvest- 
ment, all such actions being subject to your approval. 
Watching such a trust in action for a time will show 
you that it assures a degree of safety that could be 
attained in no other way. The trustee will also be 
watching for safe ways of increasing the income from 
the trust and be in a position to take advantage of 
them. 

Do you think that your heirs have the knowledge 
or the judgment necessary to take care of what you 
are leaving them? If they get your estate handed over 
to them and in their own control, will they be strong 
enough to resist temptation when it comes along in 
the shape of large dividends and a pretty prospectus 
presented by a well-trained, well-groomed, high- 
pressure salesman? Do you want your estate to be 
added to the $700,000,000 that is wasted by women 
every year in stocks of companies that sound well 
and look well—and never produce? 

Read the last paragraph again and then think it 
over. After that, take another look at the voluntary, 
revocable trust and then—think a little more. It will 
not be long before you are ready to go to the bank and 
instruct the officer handling your affairs to make that 
trust irrevocable. Then your heirs will be safe. The 


212 AN AMERICAN WOMAN AND HER BANK 


purposes for which you leave your money will be 
carried out. And you will be able to feel that the 
years that you—or those from whom you inherited— 
spent in acquiring your property will not have been 
wasted. 

One of the greatest obstacles in the way of the trust 
idea and its development is the idea held by many 
women that such control cannot mean anything else 
than a distrust of their capability or, where others 
are concerned, of their integrity. To such women an 
acceptance of the trust company or bank as adminis- 
trator of property left to them would be an admission 
of helplessness. They do not understand that even a 
man is better off if all his property, except what is 
actually needed in his business, is handled and man- 
aged by a trustee, who has been trained, educated, 
and equipped for just that work. 

The rush and the strain, the complication of our 
lives to-day, are such that we should take every possi- 
ble means of simplifying our work and putting re- 
sponsibilities on expert shoulders. It is not a sign 
of weakness or cowardice or shirking to do this. On 
the contrary, it shows good sense and an understand- 
ing of real values, if we can so arrange money matters 
as to be free to enjoy ourselves, or to develop our 
work along lines for which we are best qualified. 
Which is a very high form of enjoyment. 


MAKING YOUR WILL 


I know of no branch of the banking business in 
which ignorance makes so much trouble as in the 
arranging of ways of having the bank take care of 


TRUSTEESHIPS 213 


woman’s financial problems for her through a trustee- 
ship. 

Many a father or husband has kept his daughter 
or wife in ignorance of financial matters in the mis- 
taken idea that he was being kind to her. In reality 
this is no kindness but frequently sheer cruelty. When 
arranging his affairs with a view to leaving his family 
in safe hands and in such a position that they might 
be able to live in comfort and without worry, he has 
found the greatest opposition arise among the very 
people he was trying to protect. Their ignorance, for 
which his own “kindness’’ was to blame, has led them 
to believe that he distrusted their business ability 
and was merely trying to tie their hands. 

The fact of having been kept away from all finan- 
cial questions had blinded the man’s wife and daugh- 
ters to the difficulties and dangers of dealing with 
money and things representing or producing money, 
and they believed that good intentions were sufficient. 

Among many cases in point I recall one that oc- 
curred in Detroit not so very long ago. A man in 
comfortable circumstances, wishing his wife to be 
able to live after his death in the same ease and com- 
fort as while he was alive, made a trust company the 
executor of his estate. Then he went home and told 
his wife what he had done, with a certain amount of 
pride in his wise care of her. 

Two days later he went back to the trust company 
and cancelled the agreement making this statement: 
“T have been married for seventeen years,” he said, 
“and this agreement has caused the first rea/ mis- 
understanding in our lives. I have been trying for two 
days to convince my wife that I trusted her in every 
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way, but that I felt that she would not be equal to 
modern ways of finance. However, I have not been 
able to make her see things from my point of view. 
And so—I have come to the conclusion that it will be 
best for me to cancel the arrangement.” 

The sequel will probably be that soon after the 
wife becomes a widow she will be penniless, or nearly 
so, because she failed to see that the appointment of a 
trust company to take care of her was not a sign of 
lack of confidence, but one of sound judgment and 
thoughtful care for her future. 

In this economic age as it stands at present, it is 
more important to teach people to protect their ac- 
quired wealth than to show them how to acquire it. 

Men and women alike have all too often devoted 
the best years of their lives to producing wealth for 
the protection and comfort of those dependent on 
them and then passed on, leaving the money to go, 
not to those for whom it was intended, but to the 
least deserving. 

The law permits you to declare how you wish your 
estate to be divided after your death, but it also 
says that if you do not tell the Court what to do with 
it, the Law will then dictate among whom it shall be 
shared and in what proportions. 

Many of the excuses given by both men and women 
for neglecting to make their wills are purely negative; 
they are due to the habit of procrastination— 
“mafiana”’—putting off till to-morrow what one can 
get out of doing to-day. One is in good health to- 
day—and will be the same to-morrow—and next 
week—time enough. Tradition—superstitious tradi- 
tion—also has something to say in the matter. Wills 
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have always been associated with death, and in 
former times a will was practically never made until 
approaching death shouted in the ear of the dying 
person: “‘ Now or never!”’ 

In proof of this let me quote the wording of an old 
will, written in what was a quite acceptable and régu- 
lar form: 

“In the name of God, Amen! Being of sound and 
disposing mind, but ill of body, and aware of the 
uncertainties of life, and knowing I am soon to be 
called to meet my Creator, I bequeath to be 
giving here the disposal of all articles of value in his 
possession to those desired to be placed in possession 
of them, and closing with: “I bequeath my body to 
the dust whence it came and my soul to my Maker 
who gave it, hoping that I may receive that salvation 
which for these many years has been the petition of 
my constant and humble prayers 2s 

Having made a will of this kind and in this form 
most people felt it was their duty to die. And s0, 
also, most people felt it was necessary to wait for 
death before making a will at all. 

All this had its due effect in keeping people in good 
health from considering such a thing, while all around 
them they could see plainly the terrible consequences 
of putting off a thing of such vital importance to 
the material lives of their survivors. The most com- 
mon result of such delay is that a will is drawn that 
for one reason or another cannot stand. Either it is 
not according to law in some important respect, being 
unsigned or improperly witnessed; or, owing to the 
weakness or confused mind of the testator, some im- 
portant point or person is forgotten. There may be 
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some weighty matter known only to the person, and, 
a strange lawyer having been called in at the last 
moment, there is no one at hand to call it to his mind. 
A hundred and one things may tend to nullify the 
wishes of the man making his will under pressure 
both physical and mental, whereas in normal health 
and conditions he would have been able quietly and 
clearly to indicate his wishes and to make sure that 
they would be followed. 

The law gives you the power and authority to dis- 
pose of your estate in ways that will tend to conserve 
and enhance it, rather than allow it to be reduced or 
dissipated by mismanagement. If one or more of your 
heirs are less capable than others of protecting them- 
selves and their property, your will may so arrange 
matters as to afford those weaker ones a larger meas- 
ure of protection in accordance with their needs. 

If your estate consists largely or wholly of a going 
business, your will and its stipulations acquire ex- 
treme importance. You are in a better position than 
anyone to know whether the business can be carried 
on without you and, if so, to say who is to carry it on. 
It may be of a strictly personal nature and worth 
something if sold immediately to the right party, 
but valueless if allowed to deteriorate for lack of in- 
terest. All these things are vital, if you have any re- 
gard for those you will have to leave behind. 

If you are married, insist that your husband make 
his will while in good health and able to discuss 
things with you quietly and calmly. In this way you 
may learn much concerning your husband’s affairs 
and your future prospects. If you have young chil- 
dren, you may even come to find it worth while to 
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take an active interest in your husband’s business, 
and in this may lie possibilities of a new outlook on 
life for you with an immediate gain in the present and 
a sense of security for the future. 

If your own estate is in question, and it is you that 
must dispose of it, make your will now. It won’t 
hasten your death by one hour. On the contrary, the 
feeling of something accomplished and settled will 
remove certain anxieties from your mind that will 
have much influence on your mental and physical 
health. Here again the discussion of your affairs and 
their future with an experienced and sympathetic 
lawyer—there are such—will give you an insight 
into your own affairs that the rush and strain of 
modern life leave no time for. 

The first step in making your will is to be sure that 
you have a good attorney. If you have one and have 
entire confidence in him, well and good. If not, your 
bank will help you, not by making your will, which 
is not within their powers or range of action, but 
by recommending a lawyer to you, for whose ability 
and integrity they are able to vouch. The trust officer 
of the bank is the one who is always ready to advise 
and assist you in such matters. 

Remember this: it is your last properly signed and 
executed will that counts, and you can always change 
it—that is, make another or add a codicil—should 
anything occur to make such action advisable or 
necessary. Therefore do not make the possibility 
of changes in conditions an excuse for delay. Make 
the alterations in your will if, as, and when the need 
arises. Any will is better than none, provided it is 
properly drawn and executed. 
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MAKING THE BANK YOUR 
EXECUTOR 


One of the most important points in making your 
will is the appointment of your executors. 

The work of an executor is complicated and diffi- 
cult and imposes great responsibilities. The qualifica- 
tions necessary in the person or persons who virtually 
take the position of business managers of your estate 
are honesty and ability, knowledge of the particular 
business they will be called upon to handle, and 
willingness to devote the necessary time to the work 
involved. 

Up till very recently the general practice was to 
select a relative or friend. It was a compliment to 
the person named, but led to much trouble and fre- 
quently to a great loss for the heirs. Friendship, 
sympathy, and affection are highly desirable quali- 
ties, but they are not the essential qualifications for 
executorship. 

For example, to name one single rather important 
point: how can you be sure that the person you name 
as your executor will survive you at all and, if so, 
for long enough to carry out all the details of settling 
an estate, the heirs of which are possibly still minors? 

Another point: assuming that the person named 
was friendly, even sympathetic to yourself, are you 
quite sure that he will prove the same to those you 
leave behind you? If such should turn out not to be 
the case, there will be incessant misunderstandings 
and quarrels until it has become impossible for things 
to work out for the benefit of those whose welfare is 
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at stake. Even with perfect honesty and good inten- 
tions on the part of your executors, lack of all the 
necessary qualifications may result in lawsuits under 
which the estate may suffer irreparable loss. 

In a very large proportion of cases men have 
named—and still name—their wives as sole executrix, 
and this practice is one that is extremely difficult 
to consider fairly. A widow, finding someone else 
appointed to manage an estate or business for her, 
may feel hurt at being disregarded. She may look 
upon it as a sign of lack of confidence in her ability or 
judgment. On the other hand, the naming of a widow 
as sole executrix may be meant as a sincere and de- 
served compliment at the time her name was written 
in the document, and yet may prove a hardship when 
the occasion arises for her to assume her new duties. - 

At the time of the death of the testator his affairs 
may be critically involved. How can his widow be 
expected to retain full possession of her judgment 
and initiative at such a moment? What can she do? 
There is only one thing for her, which is to seek ad- 
vice, but even the selection of the source of such 
advice calls for cool, sound judgment. Is it not more 
likely that she will find such judgment in an institu- 
tion part of whose work it is to act under just such 
conditions; whose judgment and faculties are always 
100 per cent. efficient because the service they are 
called upon to render is a part of their work, and the 
quality of whose service is in no wise impaired by the 
fact that they are paid for it? 

Modern conditions have brought about a change in 
practice in this matter. It is not on record whether 
the original idea came from a lay individual or an 
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institution, but the functions of executorship are now 
frequently undertaken by trust companies and the 
trust departments of banks. That the system works 
well and to the benefit of all concerned is shown by 
the rapid growth of the practice. Estates small and 
large are being administered under the executorship 
of institutions, either with or without a friend or rela- 
tive or even a legal representative, of the deceased 
owner of the estate. This dual control possesses all of 
the advantages of the old system combined with all 
the benefits of the new. 

Banks and trust companies, by the very nature of 
their organization, insure the possession of the neces- 
sary qualifications. They have a greater certainty of 
life than is possible to the individual. Even should a 
trust company or a bank be dissolved, as sometimes 
occurs, its unexpired contracts are taken over and 
carried on by an institution of the same kind and 
equal standing. Naturally such institutions are in 
close and constant touch with the stock and bond 
market, as well as with real estate conditions. They 
are fully conversant with all the formalities involved 
in dealing with such portions of an estate, and by the 
very closeness of this contact are enabled to conduct 
necessary negotiations to the best advantage. In mat- 
ters of business they can, as institutions, obtain un- 
biassed information from the best available concerns 
which, having no competition to fear, would not 
hesitate to impart such information. 

Further, without being absolutely devoid of hu- 
manity, institutions are sufficiently removed from 
personal considerations to be immune to family 
traditions and prejudices. They are responsible under 
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the law for the administration of matters confided 
to them, and it can be fairly said that they live up to 
their responsibilities. 

Lastly, the cost of their services is just the same 
as would be allowed by law to an individual executor. 


LIFE INSURANCE TRUSTS 


The only thing uncertain about death is the date— 
and this is true only for the individual. It is surprising 
how close the compilers of statistics for the insurance 
companies can come to guessing the average length 
of life of, say, 100,000 people. It is on this average— 
technically known as the “expectation of life”— 
that the whole idea of life insurance is based, and 
that it is sound is shown by the fact that individuals 
are benefitted without causing a loss to the company 
insuring them. 

A man or woman knows that he or she must die 
sooner or later. There are families that will be left 
behind—or businesses, or plans that the man or 
woman would have liked to see carried out. Any or 
all of these will need money for support or develop- 
ment. There may be a sufficient fortune to take care 
of them, in which case we are not concerned at this 
point. But in the case of the average individual it is 
necessary to make sure that there shall be enough 
for the purpose. How? Saving a certain sum annually 
would do it—if the necessary number of years to 
complete the sum were certain. As things are, some 
other way was necessary, and the insurance compa- 
nies provide it. 
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The original idea of life insurance was that, on the 
death of the insured person, the company in which 
he was insured should pay out to the person or parties 
to whom the policy was assigned the full sum insured, 
sometimes with accrued profits. What became of it 
after that was a matter of luck. It depended to a very 
great extent upon the disposition and ability, upon 
the level-headedness of the heirs or the executors of 
the deceased. 

There is a sporting touch about life insurance that, 
I think, has had much to do with its wide acceptance 
and popularity. It is an entirely legitimate gamble 
in which both sides win, the only uncertain element 
being the amount of the winnings of the individual 
insurer. There is no fault to find with that. But when 
the policy matured—that is, when the insured life 
had run out—and the money was paid out to the 
beneficiaries, the element of chance was allowed 
control to a degree that became almost criminal. 

The results were natural and logical. Figures pub- 
lished by one of the largest banks in New York City 
show that more than 81 per cent. of all property left 
by persons dying in the United States is in the form 
of life insurance, and that go per cent. of all estates 
amounting to more than $5,000 are dissipated in 
less than seven years after they are inherited. I am 
disposed to accept these figures, but if you wish to 
knock off 50 per cent. for exaggeration, they are still 
terrible to contemplate. Particularly when you realize, 
as I do, that in most cases the evil is due to ignorance 
and lack of imagination on the part of the person 
leaving the estate, and to ignorance and lack of 
experience on the part of the heirs. This point I have 
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dealt with in another section and will, therefore, not 
enlarge upon. 

Comparatively recently a remedy has been sug- 
gested, tried and found good—the life insurance 
trust. There are two common forms of this, the 
simple and the funded. 

The simple form of life insurance trust is to all 
intents and purposes a will. The person wishing to 
benefit another person or family, or to provide for the 
carrying out of a pet scheme after his death, takes 
out a life insurance policy, pays the premiums, and 
assigns the policy to the bank as trustee, indicating 
the purpose to which the proceeds of the policy are 
to be devoted, and to some extent the manner in 
which the matter is to be handled, although fre- 
quently this may be left to the judgment of the trustee. 
When the originator of the trust dies, the bank as 
trustee collects the money and administers it accord- 
ing to the trust agreement. 

The funded life insurance trust differs from the 
simple only in the method of its foundation, the 
purpose and manner of handling after the policy on 
which it is based has matured being the same as in 
the other form. In this second form of trust you hand 
over to the bank as trustee certain securities the 
income from which is used to pay the premiums on 
the policy. Knowing what the income from the securi- 
ties will be, you and the insurance company figure 
out how much insurance you can carry for the partic- 
ular purpose. Or you may work it the other way round 
and, knowing how much you wish to leave for this 
object, figure how much your premiums will cost 
annually and what securities you must place in the 
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trust to attain that figure. Then, when you die, the 
bank as trustee adds the securities to the amount of 
your policy, making the entire sum available for the 
object, or hands back the securities to the bulk of 
your estate, according to your wishes as expressed in 
the terms of the trust agreement. 

Both the above forms are flexible and subject to 
modification or cancellation at any time before your 
death, as is a will. You may change the objects of 
the trust, the amounts, remembering only that the 
last form stands and will be carried out. 

Is there any cause for wonder at the rapidly in- 
creasing number of such trusts? 
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XIII. BANKING AS A CAREER FOR WOMEN 


ITH the coming of woman into active posses- 
sion and control of money and of all that goes 
with that control a new career opens up for her. 

Of all professions that of banking has been most 
exclusively reserved for men. Not entirely of deliber- 
ate intention or malice aforethought, but because it 
was felt that woman did not understand the higher 
finance, and that, therefore, there was no prospect 
of advance. 

Woman accepted that condition. I might even say 
she gloried in it. And as none of the higher positions 
were within reach, why should she take it up at all? 

Gradually conditions have been changing. Women 
began to come into the banks as actual customers and 
depositors, and the bankers began to suspect the 
dawning existence of a new field for business. Con- 
servative by training and tradition they did not go be- 
yond suspicion for a long time. Woman herself forced 
the realization that the business was actually there, 
and that it was good business and growing rapidly. 

Coming first as single—or, as the physicians call 
them, sporadic—cases, women soon began to appear 
in pairs, groups, crowds. And the bank staff and 
finally the heads began to realize that something 
would have to be done about it. The question was: 
What? I may as well admit that that problem has not 
yet found an entirely satisfactory solution. 

227 


228 AN AMERICAN WOMAN AND HER BANK 


The fact was that while the bank people knew ap- 
proximately all about money and how to deal with it, 
they—being of the male persuasion—knew nothing 
about women, or what to do with them—as customers. 
This inevitably led to confusion and waste of time 
and temper for everybody, and business was being lost 
through the inability of the people inside the counter 
to understand what those on the outside wanted. 

Part of this lack of understanding must be ascribed 
to the fact that those on the outside themselves did 
not clearly understand. How could they? This was a 
new game, and the rules were many and apparently 
complicated. There were no feminine traditions con- 
cerning it, and most of it was ridiculous. In financial 
matters woman played at the new game as she did at 
tennis—otherwise called “pat-ball” some forty years 
ago, when it was unfeminine to use anything but an 
underhand service, and when she was so elated at 
hitting the ball at all that she did not care where it 
went or whether it might be hit back to her. (She 
did have special costumes for it, but we won’t even 
think about those.) 

The truth is that banks were originally conceived, 
invented, organized, and run by and for men. Women 
were still among the necessities or luxuries for which 
man had to provide in every respect. As to how 
the provision was made, that was not woman’s con- 
cern, and any questions or suggestions (horrible 
thought!) were treated with amused indulgence or 
stern repression. There are places, even in this coun- 
try, where such conditions may still be found, though 
they are rapidly dwindling in number. 

But the first step was obviously up to the bank. 
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They made an effort—some of them—and organized 
and equipped Women’s Departments. At first these 
were merely spaces separated from the rest of the 
banking room and in their furnishing and decoration 
showed some concessions to feminine tastes. But the 
staff was still masculine, and the difficulties were as 
great as ever. The only advantage visible to the naked 
eye was that the serious business of the other depart- 
ments was able to move more freely. 

The next step was to put women in charge of the 
Women’s Departments, but that was less simple than 
it sounds. There were few women with the necessary 
qualifications, so that the only thing to be done was 
to find a woman with a pleasant manner and some 
education—and willing to see what she could do. 

It was not easy. The banks did not see that they 
might be able to find suitable women in the ranks 
of their own clerks, although some had been at the 
work for years and might have been qualified. So 
they took women from outside banking circles, choos- 
ing them for their social standing and disregarding 
their lack of special experience in banking. Moreover, 
the selection was made by men, experienced in pick- 
ing men, but not sufficiently impressed by the con- 
sideration that the point was to find women capable 
of dealing with women. 

However, it was a step in the right direction and 
did good. A little help also came from the fact that 
some women who had been using the savings banks 
and had acquired a little knowledge of the mysteries 
graduated into the class of business women and began 
to come into the regular commercial banks with their 
money to open accounts. 
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Further, the women in the departments had gained 
some experience which gave them poise. But most of 
them could only deal with the women prospects on 
deposits or elementary routine matters, and when- 
ever anything a little out of the way came up, a male 
executive had to be called in to handle it. Which gave 
the woman customer a poor opinion of the ability of 
the other woman as a banker. 

The business woman who was beginning to appear 
in her own right and on her own business objected in 
the first place to having to get her information or 
transact her business at second-hand. In the second 
place, she disliked the idea of being set apart on ac- 
count of her sex. She held that the bank had no right 
to discriminate, and that inside the bank’s door she 
was primarily a customer. So she passed by the 
Women’s Department to the general windows and 
did her business there. 

Then the light dawned upon those responsible for 
the management of the bank. However good a busi- 
ness woman the lady on the outside of the teller’s 
window might be, she was still a woman. There were 
still misunderstanding and difference of opinion as to 
what each side could and could not, or should and 
should not, do. And then a miracle happened. A 
woman executive arose—not like Venus from the sea, 
but from the ranks of the bank clerks, or from among 
those who had gained their experience in the Women’s 
Department. 

I wish I could give you her name and that of the 
bank, for this was fully as important to the advance- 
ment of woman’s cause as the ordaining of the first 
woman minister or the licensing of the first woman 
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surgeon or lawyer. The acceptance of woman as 
one with a right to exist and practise in the financial 
world dates from her. 

This was the solution so long sought for. It opened 
up new responsibilities and facilities for the woman 
with money on the one side, and for the woman with 
brains, ability, and personality on the other. Both 
classes are rapidly growing in number, and the bank- 
ing and business worlds are profiting thereby. 

The Women’s Departments of the banks are not 
to be condemned or despised. In the present stages of 
woman’s initiation into the control of money—her 
own and other people’s—they are useful as a sort of 
elementary training school. They can—and do—clear 
up the little uncertainties due to lack of experience 
on the part of beginners, and can handle the first 
business until it outgrows them. 

I must acknowledge that in some banks the 
Women’s Department has been splendidly handled 
from the start and is entitled to be regarded as a 
bank in itself in no way behind a high-class com- 
mercial bank. Wherever this is the case, the credit 
should be given to the woman at the head of the de- 
partment, to whose ability and personality it is due. 

In the foregoing pages I have endeavoured to show 
as simply and clearly as possible the working of a 
bank in its relations to you. Now I should like to show 
in a few sentences what you can do to keep and 
further women’s position in the financial world. 

Some of you are young enough to take a hand your- 
selves, and many of you have daughters who could 
gain positions as bank executives, with the necessary 
tasks and training. 
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Educational background is absolutely necessary, 
and if the higher ranks of the executives are aimed at, 
a college course will be a great help. 

Even the highest position of all, that of president 
of the bank, is not out of reach, given the necessary 
knowledge, ability, personality—and some luck. 

A woman might even become a good president, or 
she might be born a great one and by a combination 
of hard work and opportunity realize her destiny. 

There are very few great bank presidents, and 
there have not been too many at any time. The truth 
is that no one knows the secret of greatness in finance 
or in any other line. If you can get at one of the great 
men and ask for his secret, he may tell you frankly 
that he does not know what it is. Or he may give you 
some formula, in which he probably does not alto- 
gether believe himself. 

Have you ever thought how few sons of great men 
have been great in the same line as their fathers? 
Good—sound—yes. But—great? 

However, greatness has always been backed up by 
a sound foundation of knowledge of the elements of 
whatever the business may be, and by experience. 
And both come by hard work. 

As a career for women, banking is eminently worth 
while. It is not badly paid, although in the world of 
to-day nothing that involves real work is adequately 
paid for. It is dignified, broadening, and interesting. 
And it means a very high grade of service, which is a 
field in which woman not only stands out, but also 
finds immense joy and satisfaction. 
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ACCEPTANCE: A time draft across the face of which the drawer 
has written the word “Accepted,” together with the date and 
place of payment, signifying her intention of paying the draft 
when due—and signing her name. 

ACCOUNT WITH A BANK: Funds deposited with a bank 
against which checks may be drawn. 

ACTIVE ACCOUNT: An account showing many deposits and 
withdrawals. 

ADMINISTRATOR: A person appointed to settle an estate. 

ALTERNATE DEPOSIT: Deposits made in the name of two 
persons, connected by the word “or.” This secures convenience 
in the withdrawal of funds and makes the balance the property 
of the survivor immediately after death, without formality 
or expense. 

ASSETS: Property, such as: merchandise, real estate, stocks and 
bonds, or collectible accounts; also: goodwill, patents, trade- 
marks, etc. 

AVAILABLE ASSETS: Assets on which there is no lien or other 
claim, so that the owner is free to dispose of them by sale, or 
as security for loans. 

BAD DEBTS: Uncollectible accounts. 

BALANCE: In your bank account, balance is what remains 
to your credit after your withdrawals and any charges have 
been deducted from the total of your deposits and any interest 
paid to your account by the bank. 

BANK CREDIT: Credit extended by a bank to its customers 
with or without security. 

BANKRUPT: A debtor (persons or corporation) who is unable 
to meet his obligations in full, and whose estate is to be liqui- 
dated for the benefit of creditors. 

BEARER: Holder of a check, bill, or note payable to bearer. 
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BILL FOR PAYMENT: A draft or bill of exchange drawn 
and presented for payment; as distinguished from a bill for 
acceptance. 

BILL OF EXCHANGE (See DRAFT.): Practically the only 
difference is that a bill of exchange is always negotiable, 
whereas a draft may be made non-negotiable. 

BILL OF LADING: A receipt given by a common carrier for 
goods to be transported from one place to another and to be 
delivered to a specified person or his order in the place of 
destiration. The sender and consignee must be unmistakably 
specified and the goods described by quantity and class so as 
to be easily recognized. 

BOND: A security that differs from a share of stock in the 
following points: (a) it has a fixed term of life; (6) it draws a 
fixed rate of interest; (c) it has a prior claim above that of 
common stockholders on the assets and earnings of the corpora- 
tion issuing it. What is known as “Preferred Stock” resembles 
bonds in some of these points but has no fixed term of life. A 
bond represents indebtedness; stock represents ownership. 

BUILDING AND LOAN ASSOCIATION: A domestic, 
moneyed, but non-stock association for the purpose of en- 
couraging saving on the part of its members, principally with a 
view to the building or acquisition of homes. (See Chapter III.) 

BUSINESS PAPER: That class of commercial paper which is 
given in payment of merchandise. It may be discounted by a 
bank. 

BUSINESS RISK: That element of a credit risk that depends 
upon the ability of the manager of the business. It is to be dis- 
tinguished from the moral and the property risk. The principal 
test is the ability to produce profit over a certain period. 

BUSINESS SOLVENCY: A business is solvent when its total 
assets exceed its /ofa/ liabilities. 

CANCELLED CHECKS: Checks paid by the bank on which 
they are drawn and marked to indicate such payment. A 
cancelled check is evidence of payment of the amount specified 
on it and should be preserved as such. 

CARRIERS: Companies engaged in transportation, such as 
railroad, steamship, express, and so on. 

CASH: Money; that is coin or currency. 
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CASH: As a verb—to convert a check, draft, or note into money. 

CASHIER: In banking denotes the officer of the bank who is 
responsible for the custody of the bank’s assets and whose 
signature is required on all official documents. 

CASHIER’S CHECK: A bank’s own check, drawn upon itself 
and signed by the cashier. 

CERTIFICATION DEPARTMENT: The department of a 
bank which certifies checks. 

CERTIFIED CHECK: A check on which is a written or 
stamped certification that the signature of the drawer is 
genuine and that the bank has sufficient funds in the drawer’s 
account to meet it. Also that the necessary amount has been 
set aside for the purpose. Certification makes the check an 
obligation of the bank. 

CERTIFIED PUBLIC ACCOUNTANT: An accountant hold- 
ing a state certificate to the effect that he has passed the 
necessary examinations and is fully qualified. 

CHARACTER: The most important element in credit risk. 
It is the personal equation and is built upon record, reputation, 
habit, and associations. 

CHARGES: In a bank account charges are such items as ex- 
penses of collecting out-of-town checks, drafts, and protest 
on checks deposited for collection and returned dishonoured; 
service, when the account is drawn on below the required daily 
balance, and so on. 

CHECK: An order upon a bank for the payment of money out 
of funds held by the bank for the account of the drawer. 

CHECK BOOK: A book containing blank checks furnished by 
banks to depositors for the purpose of facilitating the with- 
drawal of funds. 

CHECKING ACCOUNT: A bank account from which Wwith- 
drawals may be made by check, as distinguished from a 
savings account in which the pass book must be produced for 
all transactions. 

CHEQUE: Another spelling for Check. This form is in general 
use in Europe, but in this country it is usually applied to 
travellers’ checks. 

CHECK-PROTECTING DEVICES: Are designed to prevent 


alteration of figures and signatures or other words on checks. 
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They are mainly mechanical, but special paper also plays a 
art. 

CLEARING HOUSE: An association of banks located in the 
same city, formed for the purpose of making the exchange of 
checks between member banks easier and quicker. This 
helps the depositor by making funds more quickly available. 

CLEARING MEMBER BANK: A bank which, while nota 
member of the Federal Reserve System, keeps a balance 
with the Federal Reserve bank of its district. In consideration 
of this it enjoys the privilege of collecting out-of-town checks, 
etc., through the Federal Reserve System. 

CODICIL: A written addition to a will, which supplements or 
changes a clause or clauses in the will itself. The codicil must 
be executed with all the formalities prescribed by the state 
law for the original will, to which it must be attached. 

CO-EXECUTOR: One of two or more executors. 

COIN: Metallic money. 

COLLATERAL: Security given by a borrower as a pledge for 
payment of a loan. 

COLLATERAL SECURITY: Property security as distinguished 
from personal security. 

COLLECTION CHARGES: Charges made by a bank for the 
collection of checks, etc., from points outside the city in which 
the sending bank is located. 

COMMERCIAL BANK: The name given to one of the six 
classes into which banks are divided. National and state 
banks are commercial banks, and many trust companies and 
most private banks engage in commercial banking. 

COMMERCIAL CREDIT: Credit granted to those engaged in 
the manufacture and distribution of commodities. 

COMMERCIAL PAPER: All classes of short-term negotiable 
paper (notes, bills, and acceptances) arising out of commercial 
transactions. 

COMMON CARRIERS: See CARRIERS. 

CONSIGNEE: One to whom merchandise is forwarded or 
shipped. 

CONSIGNMENT: A shipment of goods from one person or 
concern to another. 


CONSIGNOR: The sender or shipper of a consignment of goods. 
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CORPORATION: An organized form of business ownership, as 


distinguished from a partnership and sole proprietorship. 

CORRESPONDENT: A bank having direct connection and 
service relations with a bank in another city. This is for the 
purpose of facilitating collections and kindred business. 

CO-TRUSTEE: A trustee acting jointly as such with another 
or others. 

COUNTER CHECK: A special form of check kept at the bank 
for the convenience of depositors who have left their check 
books at home. It is plainly marked and can only be cashed at 
the paying teller’s window by the drawer in person. 

COUNTER-SIGNATURE: A signature supporting or vouching 
for another signature. 

COUNTRY BANKS: Banks located in cities or towns, other 
than Central Reserve or Reserve cities. 

COUNTRY CHECKS: Out-of-town checks, or checks drawn on 
country banks. 

COUPONS: Certificates attached to a (coupon) bond represent- 
ing sums of interest due at certain fixed dates. 

CREATOR: A trustor. One who creates a voluntary trust or a 
trust by will. 

CREDIT: Belief in a person’s ability and desire to keep his prom- 
ise to pay money at a future time or date. 

CREDIT BALANCE: The excess of credits over debits in an 
account. 

CREDIT DEPARTMENT: The department of a bank prin- 
cipally concerned with the consideration of credit risks, in 
order to keep down possible losses to the bank through failures 
to repay loans. 

CREDITOR: One to whom money or its equivalent is due. 

CREDIT RISK: A term applied to a person or business to 
whom money is loaned, or merchandise or service delivered, 
on a promise of future payment. The risk (of nonpayment) is 
graded according to various factors and runs from zero to a 
high degree. If too high, credit is refused. 

CURRENCY: Any form of money which passes freely from 
bearer to bearer without indorsement. 

CURRENT ASSETS: Cash or assets “which in the ordinary 


course of business wi// be converted into cash.” 
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CURRENT LIABILITIES: Liabilities or obligations falling due 
within a short time. 

DEBIT BALANCE: In a bank account is an excess of with- 
drawals over deposits, that is, an overdraft. 

DEBT: An obligation of one Party toward another for money, 
goods, or service. 

DEBTOR: One who owes money or other value to another. 

DEFAULT: Failure to meet an obligation or keep an engagement. 

DEFICIT: Excess of liabilities over assets. 

DEMAND NOTES: A promise to pay on demand. 

DENOMINATION: The face value of a bank bill, bond, coupon, 
and so on. 

DEPOSIT LOAN: A loan created by giving the borrower a 
credit in his account, against which checks may be drawn. 

DEPOSITOR: One who has funds in an account at a bank. 

DEPOSITS: Funds paid in to a bank to be credited to the ac- 
count of the depositor. 

DEPOSIT SLIP: A slip containing the details of a deposit and 
handed to the receiving teller together with the deposit. This 
forms the original record of the transaction. 

DISBURSEMENT: A cash payment, rather for expenses than 
for purchases of goods. 

DISHONOUR: 1. To fail to meet a check or other obligation 
on demand or at maturity. 

2. Refusal of a bank to pay a customer’s check. 

DIVIDENDS: The share of the net earnings of a corporation 
distributed to stockholders as profits in the enterprise. 

DORMANT ACCOUNT: An account in which few transactions 
—deposits or withdrawals—are made. The opposite of an 
active account. 

DRAFT: A written order from one party ordering a second party 
to pay a sum of money to a third party. 

DRAWEE: The party against which a check or draft is drawn, 
and from whom payment is expected. 

EARNING POWER: The ability of a business to show profits 
in a fair proportion to the capital employed. 

ECONOMICS: The branch of social service concerned with the 
study of everything relating to wealth and value. 
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ENCUMBRANCE: A claim or will, such as a mortgage upon 
real estate, which lessens the owner’s equity in the property. 

ENDORSE: See INDORSE. 

ENDORSEE: See INDORSEE. 

ENDORSEMENT: See INDORSEMENT. 

ENDORSER: See INDORSER. 

EQUITY: In finance equity is the aifference between the actual 
value of a property and the total of all claims against that 
property. 

ESCROW: Money or other value deposited by two parties with 
a third person or corporation, usually a bank, for custody until 
the fulfilment of certain specified conditions, is said to be 
placed in escrow. 

EXECUTOR: An individual or institution appointed by the 
testator (the person making a will) to carry out the instruc- 
tions concerning his property as expressed in the will. 

EXECUTRIX: The female form of Executor. 

FACE VALUE: The nominal value which appears on a bond, 
coupon, piece of money, or other financial instrument. 

FEDERAL RESERVE BANK: A bank created under the 
Federal Reserve Act and operating in one of the twelve Federal 
Reserve districts. Also known as “central,” “reserve,” or 
“regional” banks. 

FIDUCIARY: A person or corporation to whom property is 
entrusted for some purpose specified in the trust deed. 

FINANCE: 1. Money, credit, banking, etc., or anything con- 
cerning one or any of them. 

2. To raise money for the purpose of organizing, reorganiz- 
ing, or extending a business or other enterprise. 

FINANCIAL RESPONSIBILITY: One of the elements in 
fixing the risk of a loan to be made. This element is based 
upon available assets, whereas the moral risk takes into con- 
sideration character, reputation, and past records. 

FINANCIAL SOLVENCY: The normal condition of a business 
when actual current assets are in excess of actual current 
liabilities. (See BUSINESS SOLVENCY.) 

FINANCIAL STATEMENT: A balance sheet and statement 


of resources and liabilities. 
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FIRST TELLER: The Paying Teller is sometimes called the 
First Teller, on account of his having the greater responsibility. 
Also his salary is usually higher than that of the other tellers. 

FIXED ASSETS: Non-trading assets, such as land, buildings, 
machinery and equipment, which are necessary to the business 
but not convertible into cash in the ordinary course of business. 

FIXED CAPITAL: The excess of fixed assets over fixed liabili- 
ties. 

FIXED CHARGES: The expenses of an enterprise which are 
unaffected by the volume of business transacted. They com- 
prise such items as rent, or interest and sinking fund on mort- 
gages, taxes, and so on. 

FIXED INCOME: Income which does not vary in harmony 
with changes in the general price level. Returns from bonds, 
trust funds, annuities, and so on constitute fixed income, and 
certain classes, such as government employees, teachers, and 
so on, are also to be included in the class of fixed income 
recipients. 

FIXED LIABILITIES: Liabilities that will not mature within 
a short time, usually one year. Long-term notes, or bonds and 
mortgages, are classed as fixed liabilities. 

FORECLOSURE: The process by which the sender of money or 
real estate, the loan being secured by a mortgage, seizes the 
property and sells it at public auction, when interest on the 
loan is unpaid or other breach of the contract made. The right 
to foreclose is in some states contained in the terms of the 
agreement; in others it is given by a court order. 

FORGERY: A material alteration of an instrument by an un- 
authorized party with intent to defraud. 

FUNDS: Cash or its equivalent, such as checks, drafts, money 
orders, etc. 

GOING CONCERN: A business in operation. 

GRANTOR: One who creates a trust. 

GUARANTOR: A surety. One who guarantees payment. 

GUARANTY: A contract or understanding in which the signer 
(guarantor) engages that the promise of another shall be 
fulfilled. 

GUARDIAN: A person appointed by a court or, under certain 
conditions, by a will, to administer the estate of a minor. 


GLOSSARY 243 


HEIR: A person legally entitled to the real property, or a pro- 
portionate share thereof, of a deceased person. Also known as 
an “‘heir-at-law.” Or a person may be created heir by a will 
of the deceased. 

HOARDING: Storing money in a secret place. Also commonly 
used to denote keeping money out of circulation, instead of 
spending it. 

HOLDER: The bearer in possession of an instrument. 

HONOUR: To pay a check or demand draft when it is presented. 
A bank honours a check when it pays it. 

IDENTIFICATION: The verification of a person or party 
before complying with demands which the person or party 
claims the right to make. 

INDORSE: To place one’s signature on the back of a check, bill 
of exchange, or other instrument as evidence of legal transfer. 

INDORSEE: One to whom a check or other negotiable instru- 
ment has been assigned, as indicated by the signature on the 
back of the instrument and the name of the person or corpora- 
tion to whom it is assigned. 

INDORSEMENT: The writing on the back of a check or other 
negotiable instrument. 

INDORSER: One who transfers his title in an instrument to 
another by indorsement. 

INSOLVENCY: Failure in business. Inability of an individual 
or concern to meet its obligations. 

INSOLVENT: An individual or concern that is unable to meet 
its obligations. 

INSTALMENT: Part payment on a debt or on the purchase 
price of an article when there is an understanding that the 
balance shall be paid at fixed future dates. 

INSTRUMENT: Any document in writing by which some right 
is conferred or contract expressed. 

INSUFFICIENT FUNDS: The form used on the slip attached 
to a check returned by the bank when there is not enough 
money in the account to meet it. 

INSURANCE: Protection against risks, or against loss through 
risks. 

INSURANCE TRUST:A trust created by a life insurance policy 
holder who directs that the amount of the policy shall be paid 
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at his death to a trustee, who shall invest and administer it for 
the beneficiary. 

INTEREST: The rental paid for the use of money. 

INVOICE: An itemized sales slip. It is an original entry record. 

JOINT ACCOUNT: A bank account owned jointly by two or 
more persons. (See JOINT DEPOSITS.) 

JOINT DEPOSITS: Deposits made in the name of two persons, 
connected by the word “and,” being their joint property 
subject to check by either of them and belonging to the sur- 
vivor on the death of the other. (See ALTERNATE DE- 
POSITS.) 

LABOUR BANKS: Organized and owned by labour unions and 
their members. Except as regards ownership they are in all 
respects exactly like other banks. 

LEGACY: A gift of money or other personal property made by 
the will of a testator. ; 

LETTERS OF CREDIT: See TRAVELLERS’ LETTERS OF 
CREDIT. 

LIABILITIES: Obligations. Usually classified as current, fixed, 
deferred. 

LIEN: A legal claim on property as security for a debt or charge. 
LINE OF CREDIT: The maximum amount which a person or 
concern is entitled to borrow from a bank at any given time. 
LIQUID ASSETS: Current Assets, that is, assets quickly con- 

vertible into cash. 

LIVING TRUST: A trust created during the lifetime of the 
creator. It may be revocable or irrevocable. 

LOAN DEPARTMENT: The department of a bank, which 
takes care of all the clerical details in connection with loan 
transactions. 

LOANS: The renting of sums of money by a lender to a borrower. 

MAKER: The person or persons who sign a check, draft, note, or 
bond. 

MATURITY: The due date of a note, time draft, acceptance, 
bill of exchange, etc. 

MONEY: A medium of exchange. 

MONEY ORDERS: A convenient method of remitting funds 
by mail for persons having no checking account. They are 
issued by the Post Office, the express companies, and many of 
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the large banks, and are accepted by the banks for deposit as 
checks. 

MONEY TRANSFER: The forwarding of funds by telegraph. 

MORAL RISK: The personal element in estimating the risk 
of a loan. 

MORTGAGE: A conditional deed transferring title to a parcel 
of real estate as security for a loan. 

MORTGAGE BONDS: Bonds secured by a mortgage on 
property. 

MORTGAGE LOANS: Loans made on real estate collateral. 

NATIONAL BANK: A bank incorporated under a charter 
granted by the Federal Government upon the authority 
of the National Bank Act. 

NATIONAL DEBT: The aggregate of obligations of the 
United States Government. 

NEGOTIABLE: Capable of having full title transferred by 
delivery or indorsement. Notes, acceptances, checks, and drafts 
are negotiable. 

NEGOTIATE: To transfer the title of a negotiable instrument 
from one person to another, so that the transferee becomes the 
legal holder with all rights of the original owner. 

NET WORTH: The excess of assets over liabilities. 

NON-NEGOTIABLE INSTRUMENTS: Instruments the title 
to which cannot be legally transferred by delivery or by in- 
dorsement and delivery. Any negotiable instrument may be 
made non-negotiable by writing or stamping the words “non- 
negotiable” across the face. 

NOTE: A promise to pay as distinguished from an order to pay, 
such as a draft or a check. 

NOTE BROKERS: Dealers in commercial papers. 

OBLIGATION: A general term for all classes of indebtedness, 
the idea being that the debtor is obliged to pay. 

OPERATING EXPENSES: The costs of conducting business 
exclusive of fixed charges. 

ORDERS: Written instructions to pay money, such as checks, 
drafts, bills of exchange, money orders, etc. 

OVERCHECK: To overdraw one’s account. 

OVERDRAFT: A debt to the bank caused by the depositor’s 


withdrawals exceeding the amount of his deposits. 
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OVERDRAW: To draw a check for an amount in excess of one’s 
credit balance. 

PAID CHECKS: See CANCELLED CHECKS. 

PAPER MONEY: Bank notes or currency as distinguished 
from metallic money or coins. (See SOFT MONEY.) 

PARTIAL PAYMENTS: Part Payments are sometimes per- 
mitted to be made upon notes, the amounts being indorsed 
on the back of the instrument. They are also sometimes per- 
mitted on bills of exchange, but never on checks. 

PARTNERSHIP: A form of business organization in which two 
or more persons are associated for the purpose of carrying on 
business. The partners are jointly and severally liable for the 
acts and debts of each. A partnership is automatically dis- 
solved by the death or incapacity of one of its members. 

PASS BOOK: A book in which deposits, or deposits and with- 
drawals, are recorded. In commercial checking accounts the 
pass book is merely a memorandum of deposits. In savings 
banks, besides being a full record of deposits, withdrawals, 
interest, and all transactions, it is the contract and must be 
produced at each and every transaction. 

PAYEE: The party in whose favour a check, note, draft, or 
money order is made payable. 

PAYER: The party on whom payment devolves. 

PAYING BANK: The bank upon which a check is drawn. 
(Also known as the Drawee bank.) 

PAYING TELLER: The First Teller. The most important 
teller of a bank. He has many responsible functions in the 
internal working of the bank, besides his duties of paying checks, 
etc., which are those of immediate importance to the public. 

PAY TO BEARER: Negotiable instruments (checks, drafts, or 
notes) made payable to “ bearer,” “cash,” or “currency” are 
payable to bearer, and title may be passed by delivery without 
indorsement. Instruments so drawn are known as Bearer 
Instruments. 

PAY TO ORDER: A negotiable instrument made payable to 
order, which must be indorsed before delivery. 

PERSONAL CHECK: A check drawn by an individual as 
distinguished from one drawn by a Partnership, corporation, 
or bank, 
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PERSONAL CREDIT: Credit given to an individual. 

PERSONAL SECURITY: A loan may be made without col- 
lateral upon personal security, meaning that the note is in- 
dorsed by another person, accepted by the lender as financially 
responsible and acceptable as guarantor. 

PLEDGE: Delivery of collateral to the lender as security for the 
payment of a loan. It must be in negotiable form (stocks, bonds, 
etc.) so as to be assignable in case of failure to redeem the note. 

PLEDGEE: The party to whom a pledge is made as security 
for a loan. 

PLEDGOR: One who pledges securities or other property as 
security for a loan. 

POLICY: A written contract between the insurer and the person 
or corporation insured. 

POST OFFICE SAVINGS BANKS: Savings banks organized 
as a part of the Post Office system. Deposits accepted from 
individuals up to $2,500. Interest allowed at 2 per cent. 

POST-DATED CHECK: A check dated ahead. Such a check 
will not be paid by the bank before the date on the check. 

PRIVATE BANKS: The oldest form of bank. Must be dis- 
tinguished from incorporated banks. 

PROBATE: A document constituting legal proof of a will. 

PROCEEDS: 1. The sum which a borrower receives from a bank 
when a note is discounted. 

2. The sum realized from the sale of any property after 
deducting the expenses of sale. 

3- The sum collected upon a check after deducting exchange 
or collection charges. 

PROFIT: The net gain from any business transaction or series 
of transactions after all expenses have been met. 

PROMISSOR: One who promises to do a thing and is legally 
responsible for the fulfilment of that promise. 

PROTEST: A declaration made by a notary public in behalf of 
the holder of a check or other instrument that presentment has 
been made and payment refused. This makes drawer and 
indorsers responsible for any loss. 

PROTEST FEES: Fee paid to the notary before whom protest 
is made and any other incidental charge in connection with 
the protest of a negotiable instrument. 
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PROTEST WAIVED: Where the indorser of an instrument 
writes “Protest Waived” or words to that effect on the instru- 
ment, protest is not necessary to hold the indorsers liable. 

QUICK ASSETS: Assets which may be converted into cash at 
any time. 

REAL ESTATE: Land and buildings and other permanent 
fixtures. 

RECEIPT: An evidence of payment. A written acknowledgment 
given by the receiver of money or other values to the party 
from whom it has been received. 

RECEIVING TELLER: The Teller—sometimes known as the 
Second Teller—who receives deposits from customers through 
the window. 

RECONCILEMENT OF ACCOUNTS: The verification by a 
bank of its account with its depositor. 

REDEMPTION: Payment of a debt. 

REINVESTMENT: Buying additional securities with the in- 
terest and dividends on present holdings, or new securities 
with the proceeds of sale or redemption of old ones. 

RENEWAL: A new note substituted for the old one when an 
extension of time is granted for repayment of a loan. 

RESERVE BANK: A Federal Reserve bank. 

RESERVE FUND: An asset in the form of cash, securities, etc., 
set aside for a specific purpose, or for use in an emergency. 
RESIDUARY LEGATEE: A person named in a will who shares 
in the distribution of the personal property of the testator, 
after the estate debts and the specific and general legacies 

have been paid. 

RISK: See under CREDIT, etc. 

RUNNER: A banker’s or broker’s messenger. 

SAFE DEPOSIT COMPANY: A financial warehouse. (See 
Chapter ITI.) 

SAVINGS ACCOUNT: An interest-bearing account as dis- 
tinguished from a checking account by the facts that— 

t. The pass book or other certificate must be presented at 
every transaction with the bank. 

2. The depositor may at any time be required to give not 
less than 30 days’ notice of withdrawal. 
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SAVINGS AND LOAN ASSOCIATION: See BUILDING 
AND LOAN ASSOCIATION. 

SAVINGS ASSOCIATION: See BUILDING AND LOAN 
ASSOCIATION. 

SAVINGS BANKS: Banks of deposit as distinguished from 
commercial banks. (See Chapter II.) 

SECOND CREDITOR: A creditor who holds security for a 
debt. 

SECOND TELLER: See RECEIVING TELLER. 

SECURITIES: Certificates of ownership or creditorship in a 
corporation or other property. 

SECURITY: A pledge of property or of good faith for the pay- 
ment of a debt. 

SELF-CHECK: A check deposited for credit at the bank on 
which it is drawn. 

SHARE: Share of stock. In England and Canada it is the only 
word used, the word “stock” being applied only to Govern- 
ment bonds. 

SIGNATURE DEPARTMENT: The department in a large 
bank that keeps the files of depositors’ signatures for compari- 
son and verification. 

SLOW ASSETS: Assets which may not be converted into cash 
immediately. The opposite of quick assets. 

SOFT MONEY: Paper money as distinguished from metallic 
or hard money. 

STATE BANK: A bank operating under a charter granted by 
one of the states, but distinguished from trust companies 
and savings banks. 

STOP ORDERS ON PASS BOOKS: An order written by a 
savings-bank depositor to the bank informing them of the loss 
of her pass book and requesting that payment be stopped. 

STOP PAYMENT: By notifying the bank and giving number, 
date, amount, and payee’s name on a check a depositor may 
order payment stopped at any time before the check has been 
presented and paid. 

STUB: A counterfoil of any printed form, perforated to facilitate 
detachment, and used to keep a record of the form to which it 
belonged. 
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from which withdrawals may be made by order without previ- 
ous notice. 

SURETY: A guarantor for the payment of a debt or the fulfil- 
ment of a contract. 

SURETY COMPANY: A company which guarantees the acts 
of others in consideration of payment for the service, the charge 
made being regulated by the amount involved and the esti- 
mated risk. 

SWINDLING: Selling or exchanging doubtful or worthless se- 
curities through misrepresentation. 

TAKE UP: To pay off or redeem a note or acceptance. 

TANGIBLE ASSETS: Physical or material assets, such as 
buildings, equipment, real estate, cash, etc. 

TELLER: The bank official who transacts business (paying, 
receiving, etc.) with the bank’s customers “over the window.” 

TESTAMENT: See WILL. 

THRIFT DEPARTMENT: Actually a “savings” department 
in a bank or trust company. Certain states—New York and 
some others—prohibit the use of the word “savings” in any 
bank except savings banks, and theother term is used to comply 
with the law. 

TIME DEPOSITS: Deposits not subject to check on which the 
bank may require 30 days’ notice of withdrawal. 

TITLE: The evidence of a person’s right to, or ownership in, a 
piece of property. 

TITLE DEED: The documentary evidence of a person’s own- 
ership of a piece of land. 

TO BEARER: See PAY TO BEARER. 

TO ORDER: See PAY TO ORDER. 

TRADE ACCEPTANCES: A bill of exchange drawn by the 
seller (drawer) on the purchaser of goods sold and accepted 
by such purchaser (drawee). 

TRADE PAPER: Notes or trade acceptances given in exchange 
for merchandise. 

TRADE REFERENCE: The name of a business house given 
by another business house to a bank in order that its credit 
reputation may be investigated. 
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TRAVELLERS’ CHEQUES: International checks, sold and 


guaranteed by certain well-known institutions and payable 
at practically any bank throughout the world. 

TRAVELLERS’ LETTERS OF CREDIT: A letter issued by 
a domestic bank introducing the bearer to its correspondents 
in a foreign country and instructing them to honour drafts 
drawn by the bearer up to a certain designated limit. 

TRUST: “Something committed to a person’s (or institution’s) 
care for use or management, for which an account must be 
rendered” (Webster). 

TRUST COMPANY: A corporation organized under the bank- 
ing laws for the purpose of acting as trustee, executor, or 
administrator under wills, or for living persons, corporations, 
or institutions. A trust company may also do banking business, 
but may not issue currency. 

TRUST DEPARTMENT: The department of a national or 
state bank which engages in trust work. 

TRUST DEPOSITS: Deposits made by one person as trustee 
for another person. 

TRUSTEE: A person or corporation to whom a trust is commit- 
ted. 

TRUST ESTATE: An estate belonging to one person but con- 
trolled and administered by another as trustee. 

TRUST FUNDS: Funds in the custody of a trustee in accordance 
with the terms of a trust agreement, trust deed or will, or 
according to the law of the state. 

TRUST OFFICER: The official in charge of the trust business 
in a bank or trust company. 

TRUSTS: An agreement between two parties for the benefit of a 
third. The first party (trustor, grantor, or donor) places an 
estate or other property in the custody of the second party 
(trustee) to administer for the benefit of the third party (the 
beneficiary) according to a plan expressed in the agreement. 

UNENCUMBERED: Free from all claims, liens, or debts. 

UNLAWFUL LOANS: Loans made by banks in violation of the 
banking laws. 

UNSECURED CREDITOR: A general creditor. A person or 


company holding no security for the satisfaction of a claim. 
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VAULT: A secure space for the protection and storage of docu- 
ments and other valuable property. (See Safe Deposit Com- 
pany, Chapter III.) 

VOLUNTARY TRUST: See LIVING TRUST. 

WARD: An individual whose person or estate, or both person 
and estate, are in the custody of a guardian. 

WITHDRAWAL: A taking or drawing out of funds from an 
account. In a checking account this is done by a check or other 
order on the bank. In a savings account the presentation of the 
pass book is necessary. 

WORKING CAPITAL: The excess of current assets over cur- 
rent liabilities, that is, net current assets. 
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